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Commonwealth  of  Pennsylvania 
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This  is  one  of  the  following  interrelated  reports  prepared  by  McKinsey  & 
Company,  Inc.,  for  use  by  the  Governor's  Tax  Reform  Committee; 

1.  Economic  Environment  for  Tax  Reform 

2.  Analysis  of  Pennsylvania’s  Personal  Income  Distributions 

3.  Reforming  Pennsylvania's  Personal  Income  Tax 

4.  Preliminary  Evaluation  of  Major  Sales  Tax  Reform  Opportunities 

5.  Preliminary  Evaluation  of  Real  Property  Tax  Reform  Opportunities 

6.  Preliminary  Evaluation  of  Corporate  Tax  Reform  Options 
(Appendix;  Base  Cases  for  the  Analysis  of  Corporate  Tax  Options) 

These  reports  are  preliminary  analyses  to  serve  as  working  tools  for  the 
Tax  Reform  Committee.  They  do  not  represent  either  McKinsey's  or  the 
Tax  Reform  Committee's  recommendations. 

To  permit  making  these  reports  available  to  the  Committee  promptly, 
the  exhibits  have  been  presented  in  their  original  hand-drawn  form. 
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REFORMING  PENNSYLVANIA'S 


PERSONAL  INCOME  TAX 

COMMONWEALTH  OF  PENNSYLVANIA 

INTRODUCTION 

Pennsylvania's  Personal  Income  Tax,  first  imposed  in  1971,  is  one  of  the 
largest  sources  of  State  tax  revenue.  In  1971  -1972,  the  tax  is  estimated  to  pro- 
duce 27.  2 percent  of  total  State  tax  revenue.  Because  of  the  interpretation  of 
the  uniformity  clause  of  the  State's  constitution,  the  tax  is  imposed  at  a flat  rate 
of  2.  3 percent  of  all  income  (except  transfers  from  governments  to  individuals). 
Pennsylvania  is  the  only  one  of  the  42  states  with  broad-based  personal  income 
taxes  which  does  not  have  a progressive  rate  structure  nor  exemptions  and 
credits . 

The  unusual  form  of  Pennsylvania's  personal  income  tax  creates  problems 
at  two  levels:  First,  the  tax  itself  is  not  progressive  as  are  personal  income 
taxes  in  most  other  states.  The  burden  imposed  by  a flat  rate  personal  income 
tax  is  proportional  (not  progressive).  In  most  states,  the  income  tax  is  used  as 
a corrective  vehicle  to  alleviate  some  of  the  regressive  impact  of  other  state 
taxes  - e.  g.  , the  sales  tax.  With  its  fiat  rate  structure,  Pennsylvania's  personal 
income  tax  is  clearly  neutral  in  this  respect  - that  is,  it  neither  improves  nor 


exacerbates  the  overall  incidence  of  Pennsylvania's  State  taxes. 
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The  personal  income  tax  is  one  of  the  most  flexible  sources  of  revenue  for 
a taxing  jurisdiction.  By  modifying  the  rate  structure  and  base  of  the  tax,  and/or 
by  using  exemptions,  deductions,  and  credits,  virtually  any  incidence  pattern 
desired  can  be  achieved.  In  addition,  the  income  tax  can  be  used  to  further 
social  goals.  For  example,  credits  can  be  offered  to  offset  the  regressivity  of 
the  sales  tax  on  large  families.  Alternatively,  credits  can  be  offered  for  all 
payments  made  on  medical  bills  in  excess  of  an  average  amount,  to  ensure  that 
the  State's  tax  structure  does  not  unfairly  penalize  people  who  have  large  medical 
bills.  In  few  other  taxes  is  such  flexibility  available. 

With  the  unusual  flat  rate  structure  of  its  personal  income  tax  and  the  ab- 
sence of  exemptions,  deductions,  and  credits,  Pennsylvania  has  foregone  the 
opportunity  to  use  its  potentially  most  flexible  revenue  source  to  serve  other 
State  goals.  And  to  date,  the  Court's  interpretation  of  the  uniformity  clause 
of  the  State's  constitution  has  prohibited  serious  consideration  of  different 
forms  of  income  taxation  in  the  State,  unless  constitutional  changes  are  made. 

The  second  problem  is  that  the  flat  rate  structure  reduces  future  revenue 
growth  from  the  tax.  As  discussed  in  the  report  on  income  distributions,  the 
growth  of  personal  income  is  not  uniform  by  income  level.  People  in  the  upper 
part  of  the  income  distribution  - that  is,  people  who  earn  more  money  - tend  also 
to  experience  faster  income  growth  than  people  earning  less.  With  the  flat  rate 
structure  of  Pennsylvania's  personal  income  tax,  future  revenue  growth  reflects 


the  overall  or  aggregate  growth  in  income  across  all  income  classes.  A more 


progressive  rate  structure  would  result  in  faster  tax  yield  growth  because  it 
would  tax  more  heavily  the  areas  in  which  income  is  growing  more  rapidly. 

In  this  report,  we  discuss  some  of  the  opportunities  available  for  reforming 
Pennsylvania's  personal  income  tax  and  giving  it  a stronger  role  as  part  of  the 
State's  overall  tax  structure,  assuming  that  the  constitutional  barriers  will  be 
overcome.  The  specific  tax  reform  options  considered  are  only  illustrative  of 
the  kinds  of  options  which  might  be  implemented  in  Pennsylvania.  The  purpose 
of  presenting  a detailed  review  of  options  at  this  point  is  to  survey  the  range  of 
reforms  that  are  possible.  In  general,  the  personal  income  tax  should  be  the 
last  tax  formulated  as  part  of  the  overall  tax  reform  project,  because  it  can  be 
used  to  correct  problems  in  other  parts  of  the  tax  system.  However,  it  is  impor- 
tant in  deciding  on  reforms  in  other  tax  areas  to  be  aware  of  what  can  and  cannot 
be  accomplished  through  the  personal  income  tax.  Therefore,  this  report  serves 
both  as  input  into  the  deliberations  on  the  reform  of  the  personal  income  tax  itself 
and  as  input  into  the  overall  tax  reform  project. 

If  the  current  constitutional  barrier  against  progressive  taxation  is  not 
eliminated  through  a constitutional  amendment  or  through  a favorable  court 
decision,  many  of  the  options  discussed  in  the  following  report  will  not  be  useful 
in  pointing  the  way  to  specific  reforms  in  Pennsylvania's  tax.  Under  these  condi- 
tions, the  future  income  tax  would  be  similar  to  that  now  imposed.  Therefore, 
we  have  not  presented  in  this  report  a detailed  analysis  of  the  effects  of  such  a 
tax.  However,  an  appendix  to  the  report  (Appendix  C)  describes  a means  of 
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developing  a set  of  tax  options  based  on  a uniform  rate,  modified  by  credits  to 
offset  low-income  incidence,  which  may  be  constitutional  under  the  State's  cur- 
rent constitution. 

The  report  contains  two  chapters.  In  the  first  chapter,  reforms  targeted  at 
the  personal  income  tax  itself  are  evaluated.  These  include  specific  tax  options 
designed  to  improve  incidence  and  elasticity  of  Pennsylvania's  personal  income 
tax.  To  establish  standards  for  assessing  some  of  the  policy  issues  confronting 
Pennsylvania  in  reforming  its  personal  income  tax,  we  have  presented  a profile 
of  the  personal  income  tax  in  other  states  and  in  the  Federal  Government.  In  the 
second  chapter,  the  use  and  role  of  the  personal  income  tax,  as  a contributing 
factor  in  reforming  Pennsylvania's  overall  tax  structure,  is  evaluated.  In  this 
chapter,  a number  of  specific  options  are  evaluated  in  terms  of  their  effect  on 
the  overall  tax  structure.  To  do  this,  options  are  evaluated  both  on  the  basis  of 
the  current  structure  of  other  taxes  and  on  the  basis  of  certain  assumptions  about 
possible  reforms  in  other  taxes. 

There  are  three  appendixes  in  this  report.  In  the  first  appendix,  the  method- 
ology and  routines  for  evaluating  personal  income  tax  options  are  described.  We 
used  a complex  set  of  automated  routines  to  facilitate  evaluation  of  a large  numbe 
of  income  tax  options.  In  the  second  appendix,  the  detailed  computed  results  for 
each  of  the  tax  options  considered  in  the  main  report  are  presented.  For  each  j 
option,  the  form  of  the  rates,  base,  exemptions,  deductions,  and  credits  is  de- 


scribed, as  well  as  the  resultant  incidence  calculations. 


It  is  not  clear,  at  this  point,  whether  the  uniformity  clause  of  the  State's 


constitution  prohibits  the  use  of  a personal  income  tax  structure  made  progres- 
sive through  credits,  as  distinguished  from  a tax  made  progressive  through 
progressive  rates.  If  such  a credit  system  were  constitutional,  it  might  be 
possible  to  impose  a progressive  income  tax  through  a credit  mechanism  - 
without  enacting  a constitutional  amendment.  Therefore,  the  third  appendix 
outlines  how  a progressive  option  based  on  credits  can  be  constructed  to  achieve 
the  same  incidence  pattern  shown  in  the  report,  using  progressive  rates.  Except 
for  the  details  of  the  enabling  legislation,  any  options  so  constructed  would  have 
the  identical  effect  on  taxpayers  as  the  options  used  to  illustrate  the  use  of  pro- 
gressive rate  structures. 

The  personal  income  tax  is  the  most  flexible  tax  in  a state's  tax  structure, 
and  major  reform  of  Pennsylvania's  tax  structure  depends  on  the  use  of  the 
flexibility  features  inherent  in  it.  The  detailed  quantification  and  preliminary 
evaluation  of  options  presented  in  the  following  report  should  help  policymakers 
define  specific  objectives  that  can  be  met  by  the  personal  income  tax  in 


Pennsylvania. 
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Pennsylvania  has  the  least  progressive  personal  income  tax  in  the 
Mid-Atlantic  region  .... 


■ t 

Source:  Advisory  Commission  on  Intergovernmental  Relations, 

State -Local  Finances 


1 - POSSIBLE  REFORMS  OF  THE 


PERSONAL  INCOME  TAX 

Pennsylvania  is  one  of  42  states  with  a broad-based  State  personal  income 
tax.  However,  the  form  of  Pennsylvania's  tax  is  unique.  In  terms  of  rates, 
Pennsylvania  is  one  of  only  four  states  in  the  country  with  a flat  rate  structure. 

In  terms  of  base,  Pennsylvania's  personal  income  tax  is  applied  to  all  taxable 
income,  and  is  one  of  the  broadest  personal  income  tax  bases  in  the  country. 

In  addition,  Pennsylvania  is  the  only  state  with  a flat  tax  rate  on  all  taxable 
income,  that  is,  all  taxable  income  - unmodified  by  credits  or  exemptions. 

For  states  with  broad-based  personal  income  taxes,  the  most  common  form 
is  modeled  after  the  Federal  income  tax.  For  example,  10  states  use  a tax  rate 
and  base  structure  which  is  comparable  to  the  Federal  personal  income  tax  base 
structure  and  progressive  rate  pattern.  In  fact,  Pennsylvania  is  one  of  only 
12  states  that  do  not  conform  at  all  to  the  Federal  tax  base. 

Exhibit  I compares  Pennsylvania's  State  personal  income  tax  incidence  pat- 
tern to  the  incidence  pattern  in  surrounding  states,  and  shows  Pennsylvania  to 
have  one  of  the  least  progressive  state  tax  structures.  Above  $ 10,  000  in  income, 
all  of  the  surrounding  states  except  West  Virginia  have  a higher  tax  rate;  below 
$10,  000  in  income,  Pennsylvania's  State  personal  income  tax  imposes  the  heaviest 
burden. 

Moreover,  as  a result  of  the  lack  of  progres sivity,  Pennsylvania  pays  a 
price  in  terms  of  future  revenue  growth.  From  our  analysis  of  Pennsylvania's 


1 - 2 


income  distribution,  we  estimate  that  future  revenue  from  the  State's  current 
personal  income  tax  would  grow  at  5.  8 percent  a year  in  Pennsylvania.  In  con- 
trast, the  average  growth  of  all  state  personal  income  taxes  (excluding  states 
where  rates  changed)  was  9.0  percent  from  1969  to  1970.  For  states  surround- 
ing Pennsylvania,  the  average  growth  in  revenue  was  7.  8 percent  from  1969 
to  1970. 

Another  measure  of  growth  is  the  coefficient  of  elasticity  - defined  as  the 
percentage  change  in  tax  revenues  divided  by  the  percentage  change  in 
income  from  one  year  to  the  next.  (An  elasticity  of  one  means  that  tax  revenues 
increase  at  the  same  rate  as  personal  income.  ) In  terms  of  elasticity, 
Pennsylvania's  current  income  tax  ranks  far  below  taxes  in  most  other  jurisdic- 
tions. For  example,  the  elasticity  of  the  Federal  income  tax  from  1968  to  1969 
was  1.  27;  the  elasticity  of  Pennsylvania's  current  State  income  tax  is  1.  0. 

These  two  primary  deficiencies  - the  lack  of  equity  and  elasticity  in 
Pennsylvania's  State  personal  income  tax  - can  be  addressed  through  targeted 
reforms.  This  chapter  discusses  a number  of  different  reform  actions,  which 
might  be  considered.  They  are  illustrative  of  kind  and  are  not  intended  to  be 
specific  reform  suggestions. 

The  kinds  of  possible  reforms  discussed  in  this  chapter  include  the  following: 
y Changing  the  rate  structure:  Virtually  any  rate  structure  can  be  con- 
sidered. In  fact,  the  choice  among  different  rate  structures  is,  at 


best,  judgmental.  For  example,  we  know  of  no  analytic  way  of  deciding 
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how  progressive  the  State's  personal  income  tax  rate  structure  should 
be.  A highly  progressive  rate  structure  would  improve  the  equity  of 
the  tax,  but  only  at  the  risk  of  outmigration  of  the  more  highly  paid 
Pennsylvania  residents.  At  what  point  outmigration  becomes  a sig- 
nificant factor  is  impossible  to  determine  analytically.  In  this  report, 
therefore,  we  have  not  tried  to  address  such  a question;  instead,  we 
have  used  comparisons  with  other  taxing  jurisdictions  to  establish 
standards  for  evaluating  possible  rate  structures  for  Pennsylvania. 
Changing  the  tax  base:  Similarly,  the  base  of  a personal  income  tax 
can  be  adjusted  to  suit  different  purposes.  For  example,  the  personal 
income  tax  can  be  applied  to  all  taxable  income  - that  is,  all  personal 
income  minus  transfer  payments  from  governments  to  individuals. 

This  is  a tax  base  currently  used  in  Pennsylvania.  On  the  other  hand, 
if  policymakers  feel  that  some  distinction  should  be  made  in  the  types 
of  income  taxed,  or  that  different  kinds  of  income  should  be  taxed  with 
different  rate  structures,  these  distinctions  can  be  incorporated  into 
the  tax  base.  The  major  example  is  in  the  U.  S.  Federal  tax  system, 
where  only  50  percent  of  capital  gains  has  been  subject  to  personal 
income  taxes.  Other  options  which  might  be  considered  by  any  par- 
ticular taxing  jurisdiction  include  taxing  unearned  income  at  a lower 

With  the  exception  of  annuity  income,  which  Pennsylvania  does  not  now 

tax. 
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or  higher  rate,  taxing  a portion  of  unearned  income  such  as  dividends 
or  interest  at  a lower  or  higher  rate,  and/or  taxing  capital  gains  at  a 
lower  or  higher  rate. 

y Using  exemptions,  credits,  and  deductions:  In  addition  to  the  flexi- 
bility allowed  by  modifying  the  tax  base  itself,  targeted  modifications 
can  be  made  through  the  use  of  credits  or  exemptions.  Specific  exam- 
ples of  exemptions  allowed  in  various  tax  systems  are  as  follows: 

- Exemptions  for  heads  of  households  and  dependents  - 
as  used  in  all  states  with  a broad-based  tax  except 
Pennsylvania 

- Exemptions  for  the  aged  - as  used  in  all  but 
9 jurisdictions 

- Exemptions  for  the  blind  - as  used  in  all  but 
7 jurisdictions. 

Deductions  of  a specific  dollar  amount  or  a percentage  of  income  are 
allowed  in  41  jurisdictions. 

Specific  examples  of  credits  used  in  other  taxing  jurisdictions  are: 

- Credits  for  sales  tax  paid  - as  used  in  4 states 

- Credits  for  sales  tax  paid  on  food  only  - as  used  in 
4 other  jurisdictions 

- Credits  for  senior  citizen  property  tax  paid  - as  used 


in  5 states 
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- Credits  for  low-income  families  - as  used  in  4 states 

- Credits  for  city  income  taxes  - as  used  in  Michigan 

- Credits  to  provide  tax  relief  to  renters  - as  used  in 
Minnes  ota 

- Credits  for  drug  or  medical  expenses  - as  used  in 
Hawaii. 

The  options  for  reforming  Pennsylvania's  personal  income  tax,  discussed 
below,  highlight  the  effects  of  adopting  one  or  more  of  these  approaches.  The 
range  of  choice  is  wide.  The  examples  chosen  illustrate  the  types  of  choices 
available.  It  should  be  emphasized,  however,  that  there  is  no  correct  choice  of 
tax  rates,  tax  base,  and/or  credit  or  exemption  policies.  The  beauty  and  diffi- 
culty in  formulating  a personal  income  tax  reform  proposal  is  that  the  tax  is 
almost  completely  at  the  discretion  of  policymakers  to  achieve  whatever  objec- 
tives they  desire. 

The  tax  reform  options  discussed  here  for  illustrative  purposes  are  designed 
to  raise  approximately  the  same  amount  of  tax  revenue  that  Pennsylvania's  cur- 
rent personal  income  tax  would  raise  in  calendar  year  1973.  Clearly,  no  final 
decision  on  reforming  a personal  income  tax  can  be  made  until  a more  analytically 
determined  revenue  target  is  established.  Establishing  such  a target  would 
include:  (1)  deciding  how  much  additional  revenue  the  income  tax  would  have  to 
produce  as  a result  of  reforms  in  other  taxes;  and  (2)  deciding  on  the  State’s  over- 
all revenue  needs  and  sources  in  the  future  years,  so  that  the  State's  budget  can 
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be  closed  using  the  personal  income  tax.  We  suggest  that  specific  personal  in- 
come tax  reform  decisions  can  only  be  made  at  or  near  the  end  of  the  overall 
tax  reform  project. 

TAX  RATE  OPTIONS 

In  this  section,  a series  of  options  designed  to  modify  only  the  rate  structure 
of  Pennsylvania's  personal  income  tax  are  evaluated.  Modifying  the  rate  structure 
has  an  effect,  primarily,  on  the  incidence  of  the  tax.  A more  progressive  rate 
structure  can  be  viewed  as  more  or  less  equitable  depending  on  a policymaker's 
perspective  on  the  desired  incidence  of  the  State's  tax  system.  For  this  reason, 
the  only  evaluation  we  have  made  of  these  options  is  in  terms  of  the  incidence 
pattern  of  the  tax.  The  specific  options  considered  are: 

5 Option  1:  A rate  structure  based  on  the  Federal  rate  structure  - 

prorated  to  the  lower  rates  required  to  satisfy  Pennsylvania's  revenue 
needs  and  applied  to  a tax  base  consisting  of  ail  taxable  income  in 
Penns  ylvania 

!I  Option  2:  A rate  structure  based  on  New  York  State's  highly  progres- 
sive rate  structure 

y Option  3:  A rate  structure  based  on  Ohio's  progressive  rate  structure. 
Ail  of  these  tax  options  are  applied  to  total  taxable  income  of  Pennsylvania  resi- 
dents and  are  designed  to  raise  approximately  the  same  amount  of  revenue  as  the 


State's  current  income  tax. 
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Selected  examples  of  the  specific  rate  structures  that  would  result  in  a com- 
parable amount  of  tax  revenue  are  shown  in  Exhibit  II  (following).  As  the  exhibit 
shows,  these  options  affect  taxpayers  at  the  same  income  levels  very  differently. 
For  example,  under  Option  1,  a family  with  $10,  000  in  taxable  income  would  pay 
taxes  at  a marginal  rate^''  of  2.037  percent,  under  Option  3,  the  same  family 
would  pay  1.499  percent. 

The  effect  on  incidence  of  these  different  rate  structures  is  shown  in 
Exhibit  III  (following).  Option  1 has  the  highest  incidence  on  incomes  below 
$20,  000  and  above  $200,  000,  while  Option  3 has  the  highest  incidence  on  incomes 
between  $20,  000  and  $200,  000,  Clearly,  the  tradeoff  in  deciding  on  a progres- 
sive rate  structure  is  a choice  as  to  how  progressive  the  rate  structure  can  be 
without  negatively  influencing  the  State's  economy  - i,  e.  , by  encouraging  out- 
migration of  key  high-income  people.  As  mentioned  earlier,  we  do  not  know  of 
any  anaytical  means  for  predicting  the  likely  impact  of  a specific  rate  structure 
on  the  outmigration  patterns  from  the  State  - it  is  probably  a matter  of  informed 
judgment. 

Combining  these  incidence  patterns  with  data  on  the  distribution  of 
Pennsylvania's  income  shows  that  all  the  options  would  collect  less  tax  revenue 
from  families  earning  between  $8,  200  and  $12,  800  a year  than  the  State's  current 
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- The  marginal  tax  rate  is  the  rate  that  would  be  applied  to  the  next 
dollar  of  taxable  income  of  any  taxpayer  - e.  g.  ; 

Income  Level  Rate 

Less  than  $1,000  2% 

$1 , 000-$2, 000  3 

The  taxpayer  with  $2,000  would  apply  2 percent  to  the  first  $1,000  and 
would  pay  a marginal  rate  of  3 percent  on  his  next  $1 , 000  of  income. 
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Exhibit  II 


Depending  on  the  rate  schedule  chosen, 
different  groups  of  tax  payers  are 
taxed  at  higher  or  lower  marginal 
rates  .... 
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Source;  McKinsey  calculations 


Exhibit  III 


Effect  on  incidence  varies  for  different  rate  options  , . . . 
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flat  tax  (see  Exhibit  IV).  Of  the  three  options  considered,  the  option  based  on 
Ohio's  rate  structure  produces  the  least  portion  of  its  yield  -9.2  percent  - from 
these  households. 

Focusing  only  on  the  upper  quintile  of  Pennsylvania's  income  distribution, 
the  focal  point  for  concerns  about  outmigration  from  the  State,  each  option  yields 
different  portions  of  the  total  revenue  from  this  group.  Under  the  current  sched- 
ule, the  highest  quintile  pays  50  percent  of  total  State  income  tax  revenue.  The 
option  based  on  the  Federal  tax  rate  schedule  yields  62.3  percent  from  this  group, 
whereas  Options  2 and  3 increase  the  portion  of  revenue  from  the  highest  quintile 
to  66.  0 and  68.  5 percent  respectively. 

Because  these  options  tax  different  parts  of  Pennsylvania's  income  spectrum 
at  different  rates,  they  vary  widely  in  terms  of  potential  for  future  revenue  growth 
(or  elasticity).  Stated  in  terms  of  elasticities  based  on  taxable  income  excluding 
capital  gains,  the  three  options  considered  would  have  the  following  growth 
characteristics: 

Table  1 


Option 

1.  Federal  rate  structure 

2.  New  York  State  rate  structure 

3.  Ohio  rate  structure 


Elasticity 
1.  29 

1 . 52 

1.  52 


Average  Percentage 
Revenue  Growth 
From  Year  to  Year 

7.  48 

8.  81 
8.  83 


Source:  McKinsey  calculations. 


Exhibit  IV 


Of  the  three  progressive  options,  the  FederaL  tax  rate  schedule  imposes 
the  heaviest  burden  on  "blue  collar"  wage  earners  between  $8,  000  and 
$12,  000  . . . 

However,  under  any  progressive  structure  the  bulk  of  the  revenue 
comes  from  households  earning  more  than  $ 18,  000  .... 
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The  two  most  progressive  rate  structures  - the  New  York  State  and  Ohio 
models  - would  yield  by  far  the  fastest  revenue  growth  - 43  percent  faster  than 
Pennsylvania's  current  tax  based  on  taxable  income  with  capital  gains  held 
constant.  Since  future  revenue  needs,  as  well  as  equity,  are  a concern  of 
State  tax  policymakers,  the  adoption  of  a progressive  income  tax  rate  structure 
would  be  indicated. 

TAX  BASE  OPTIONS 

To  illustrate  the  tradeoffs  among  different  personal  income  tax  reform 
options,  we  discuss  here  a series  of  options  differentiated  primarily  by  the  fact 
that  they  are  applied  to  different  tax  bases.  To  make  these  options  more  mean- 
ingful, they  are  discussed  in  terms  of  two  rate  structures  - Pennsylvania's 
current  flat  rate  structure  and  a reformed  rate  structure  based  on  the  Federal 
tax  rate  structure  prorated  to  produce  the  same  amount  of  revenue  as 
Pennsylvania's  current  tax.  The  specific  options  considered  include: 

y Options  4 and  5:  Taxes  on  only  earned  income  - wages  and  salaries 
y Options  6 and  7:  Taxes  on  earned  income  plus  50  percent  of  all 
unearned  income,  including  capital  gains 
% Options  8 and  9:  Taxes  on  earned  and  unearned  income  with  the 
exception  that  only  50  percent  of  capital  gains  were  subject  to 
taxation. 

All  of  these  options  are  designed  to  yield  approximately  the  same  amount  of 


revenue  as  the  current  Pennsylvania  income  tax. 


1 - 10 


The  rate  schedules  for  these  options  (Exhibit  V,  following)  show  that,  with 
flat-rate  options,  all  income  levels  are  taxed  at  a higher  rate  than  at  present  be- 
cause of  the  decrease  in  the  size  of  the  tax  base  considered.  Those  options 
based  on  the  progressive  Federal  rate  structure  result  in  different  rates  applied 
to  different  income  levels.  For  example,  under  Option  5,  a family  with  $5  0,  000 
in  taxable  income  would  pay  a marginal  tax  rate  of  5.  17  percent,  while  under 
Option  9,  the  same  family  would  pay  a marginal  rate  of  4.  7 5 percent. 

The  incidence  of  these  different  tax  bases  is  shown  in  Exhibit  VI  (following). 
The  changing  of  the  base  has  an  impact  on  incidence.  For  example,  Option  4 - 
based  only  on  earned  income  - taxes  low-income  families  more  heavily  than  does 
Option  8,  which  also  taxes  unearned  income.  There  would  be  greater  variations 
in  the  incidence  patterns  if  the  same  amount  of  revenue  were  not  maintained. 

Another  way  of  looking  at  the  effect  of  tax  base  changes  on  equity  is  in  terms 
of  the  income  redistributional  effects  of  the  various  options.  Exhibit  VII  (follow- 
ing) shows  such  effects  by  comparing  the  amount  of  income  tax  revenue  derived 
from  each  quintile  of  Pennsylvania's  income  distribution  for  each  of  the  "base" 
options  considered  with  the  distribution  of  tax  revenues  by  quintile  from  the  State's 
current  personal  income  tax.  As  would  be  expected,  the  amount  of  revenue  col- 
lected from  people  in  the  highest  quintile  of  the  income  distribution  depends  on  how 
heavily  unearned  income  is  taxed.  Thus,  Options  8 and  9 - taxes  based  on 
earned  and  unearned  income  including  only  50%  of  capital  gains  - derive  50  and 
62  percent,  respectively  of  total  revenue  from  this  quintile.  In  contrast. 


CHAPTER  2 I APPENDIX  A APPENDIX  B 


Exhibit  V 


Rate  schedule  varies 
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Incidence  patterns  vary  for  different  tax  bases  . . . . 


Options 


Taxable 

4 

5 

6 7 

8 

9 

come  Level 

Pe  rcentage 

of  Taxable  Income  Pai 

d in  T axe  s 

$ 1,500 

2.353% 

1.433%, 

I 2.347%  1.407% 

2. 293% 

1.  341% 

5,  500 

2.404 

1. 682 

2.380  1.638 

2.  323 

1.  556 

12, 500 

2.416 

1.958 

2.389  1.905 

2.  327 

1. 807 

17,  500 

2.414 

1.  155 

2.389  2.099 

2.  327 

1. 992 

40,  000 

2.341 

2.966 

2.353  2.969 

2.  297 

2.863 

75, 000 

2.359 

4.  032 

2.362  4.000 

2.  309 

3.  831 

150, 000 

2.267 

4.  846 

2.317  4.933 

2.291 

4.  808 

L 

) 

V 

I 

J 

Base 

Earned 

income 

Earned  income 
plus  50  percent 
of  unearned  income 

Earned  and  un- 
earned Income 
plus  50  percent 
of  capital  gains 

Rate 

Flat 

Progre  s s ive 

Flat  Progressive 

Flat 

Progressive 

ource:  McKinsey  calculations. 


Exhibit  VII 


The  amount  of  tax  collected  from  upper  income  families  varies  depending 
on  the  degree  to  which  unearned  incom*e  is  taxed  .... 


Source:  McKinsey  calculations . 
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Options  4 and  5 - taxes  based  on  earned  income  (wages  and  salaries  ) only  - de- 
riving a greater  proportion  of  their  revenue  form  the  three  middle -income 
quintiles  yield  48  and  58  percent,  respectively,  from  the  highest  quintile. 

The  conclusion  to  be  drawn  is  clear:  Changing  the  base  of  the  income  tax 

can  have  dramatic  effects  on  tax  incidence.  The  effects  are  constrained  by  the 

pattern  of  the  income  distribution  for  each  type  of  income.  As  a result,  base 

changes  are  a less  effective  means  of  achieving  specific  policy  goals  through 

the  income  tax  than  rate  changes. 

EXEMPTION,  CREDIT, 

AND  DEDUCTION  OPTIONS 

In  addition  to  changing  the  tax  base  by  including  or  excluding  different  types 
of  income,  as  discussed  previously,  the  base  can  be  modified  by  allowing  exemp- 
tions, deductions,  and  credits.  As  mentioned  earlier,  Pennsylvania  is  the  only 
state  with  a broad-based  income  tax  that  does  not  use  any  of  these  modifications. 
We  consider  the  following  three  options: 

1.  Option  10:  Personal  exemptions  at  the  rate  per  person,  as  allowed  by 
the  Internal  Revenue  Service  (IRS)  for  Federal  tax  purposes 

2.  Option  11:  Credits  for  sales  taxes  paid,  at  the  level  of  the  sales  tax 
deductions  allowed  to  Pennsylvania  residents  by  the  IRS  for  Federal 
tax  purposes 

3.  Option  12:  Deductions  at  the  standard  rate  of  10  percent  or  a maximum 
of  $ 1,  000  - the  average  rate  used  in  most  states. 
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Each  option  is  designed,  using  the  current  flat  rate  of  2.  3 percent  on  all  taxable 
income  for  illustrative  purposes;  thus,  a certain  amount  of  revenue  is  lost. 
Specifically,  the  revenue  loss  from  each  of  the  options  considered  is  tabulated 
below. 


Table  2 


Decrease  in  Revenue 
From  Current  Tax  Yield 
Absolute  Relative 

Option  (Millions  of  Dollars)  (Percentage  Decrease) 


10: 

Pers  onal 

exemptions 

$181.3 

16.  5% 

11: 

Sales  tax 

credits 

15.  9 

1.  5 

12: 

Standard 

deductions 

66.  5 

6.  1 

Source:  McKinsey  calculations. 

Total  revenue  under  Option  10  decreases  by  l6.  5 percent.  Option  11  by 
1.  5 percent,  and  Option  12  by  6.  1 percent.  In  fact,  the  use  of  exemptions, 
credits,  and  deductions  has  the  effect,  primarily,  of  decreasing  the  base  for 
personal  income  taxes.  The  amount  of  the  reduction,  however,  increases  dis- 
posable income  available  for  making  purchases,  and  revenue  lost  for  income 
taxes  may  be  regained  by  the  sales  tax.  Alternatively,  this  lost  revenue  from 
any  of  these  options  could  be  recouped  by  raising  the  flat  tax  rate  or  by  using  a 


progressive  rate  structure. 
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All  of  the  options  have  the  effect  of  altering  the  tax  base;  however,  the  effect 
of  each  on  the  incidence  of  tax  differs  (Exhibit  VIII,  following).  Options  10  (Fed- 
eral personal  exemptions)  and  11  (sales  tax  credits)  affect  the  horizontal  equity 
of  the  tax.  For  example,  the  average  effective  tax  rates,  based  on  taxable  in- 
come of  $4,  500,  for  Options  10  and  11  for  different  family  sizes  are  as  follows: 

Table  3 

Current  Option  10 

F amily  of  1 2.  3%  1.  91% 

Family  of  6 2.  3 0.  05 

Source:  McKinsey  calculations. 

Each  of  these  options  can  be  used  separately  or  they  can  be  combined. 

For  example,  an  income  tax  proposal  could  include: 
f Exemptions  and  deductions 
5 Credits  and  deductions 
y Exemptions,  credits,  and  deductions. 

These  possibilities,  combined  with  a progressive  tax  rate  to  ensure  revenue 
growth,  can  be  tested  by  policymakers  to  aid  them  in  deciding  on  the  desired 
vertical  and  horizontal  equity  and  elasticity  they  wish  to  recorrunend. 


Option  11 
2.  26% 

2.  25 
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Exemptions,  credits  and  deductions  can  be  used  to  achieve  a variety  of 
incidence  goals  .... 
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A wide  variety  of  tax  reform  options  are  available  for  reforming  the  personal 
income  tax.  It  is  difficult  to  suggest  standards  for  choosing  which  options  are 
most  desirable.  At  best,  the  choice  is  judgmental.  A number  of  parameters, 
rates,  bases,  credit  and  exemption  policies  - can  be  used  to  achieve  virtually 
any  kind  of  tax  incidence  and  elasticity  pattern.  Because  of  the  wide  number  of 
options  available,  we  have  developed  automated  techniques  for  quickly  evaluating 
personal  income  tax  options  that  may  be  proposed  by  the  Tax  Reform  Committee. 
A description  of  these  methodologies  is  included  in  Appendix  A.  Using  this  auto- 
mated methodology,  the  final  reform  of  Pennsylvania's  personal  income  tax  can  ' 
be  decided  as  the  last  step  in  preparing  an  overall  tax  reform  package  for  the 


Commonwealth. 


2 - USING  THE  PERSONAL  INCOME  TAX 


TO  REFORM  THE  STATE'S  TAX  STRUCTURE 

In  the  preceding  chapter,  we  discussed  reforms  of  the  State  personal  income 
tax  by  itself.  As  we  saw,  a wide  range  of  options  are  available  for  changing  the 
tax;  however,  it  is  difficult  to  decide  which  specific  set  of  options  are  most 
desirable  in  Pennsylvania.  However,  it  is  clear  that  the  personal  income  tax 
is  one  of  the  most  flexible  tax  vehicles  available  to  tax  policymakers. 

In  this  chapter,  we  discuss  a possible  means  of  using  the  State  personal  in- 
come tax  as  a major  tool  in  reforming  the  State's  overall  tax  structure.  The 
options  discussed  are  designed  to  take  advantage  of  the  flexibility  of  the  tax  as 
a vehicle  for  tax  reform. 

Viewing  the  personal  income  tax  in  the  context  of  the  overall  tax  system  is 
also  one  means  of  establishing  objectives  that  can  somewhat  delimit  the  range 
of  choice  available  in  rates  and  bases  for  the  tax  itself.  For  example,  setting 
as  an  objective  a personal  income  tax  rate  structure  progressive  enough  to  make 
the  overall  State  tax  burden  proportional  is  one  means  of  deciding  how  progres- 
sive the  State's  personal  income  tax  rate  structure  should  be.  That  is  not  to  say 
that  this  is  the  only  means  available  nor  that  the  tax  structure  should  conform  to 
some  externally  decided  norm. 

In  the  previous  chapter,  we  noted  the  two  primary  difficulties  with  the  per- 


sonal income  tax  as  now  constituted  - relatively  low  elasticity  and,  relative  to 
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other  states,  a lack  of  progres sivity  or  equity.  A review  of  the  State's  overall 
tax  structure  suggests  that  lack  of  elasticity  and  vertical  or  horizontal  equity  is 
a problem  in  most  of  the  State's  taxes. 

What  kinds  of  and  how  great  must  changes  in  the  State's  personal  income  tax 
be  to;  (1)  substantially  resolve  the  equity  issues  found  in  the  State's  overall  tax 
structure,  and  (2)  improve  the  tax  structure's  overall  elasticity  (but  not  neces- 
sarily to  achieve  an  externally  decided-upon  elasticity  goal)?  The  options  dis- 
cussed in  this  chapter  show  the  range  of  choice  available  to  State  policymakers. 

For  example,  we  summarize  below,  two  specific  options  for  the  personal  in- 
come tax  within  the  context  of  the  State's  total  tax  structure: 

y Option  13:  Designed  to  achieve  proportional  incidence  for  the  State's 
combined  State  and  local  tax  structures,  as  represented  by  the  State 
sales  tax  and  local  property  taxes,  assuming  both  of  these  taxes  re- 
main unreformed 

y Option  14:  Designed  to  achieve  proportional  incidence  for  the  State 
tax  structure  alone,  assuming  it  is  reformed  in  part  by  significantly 
broadening  the  sales  tax  base. 

Thus,  the  two  options  illustrate  the  use  of  the  income  tax  to  reform  the  State  and 
local  tax  structure  (Option  13)  or,  alternatively,  only  the  State  tax  structure 
(Option  14). 

The  background  for  these  options  are  described  in  detail  in  the  respective 
McKinsey  reports  on  sales  taxation  and  real  property  taxation  in  Pennsylvania. 


The  incidence  of  the  current  structure  of  the  State's  overall  (State  and  local)  tax 
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structure  (Option  13)  and  the  State's  tax  structure  if  the  State  sales  tax  were  sig- 
nificantly broadened  (Option  14)  are  shown  in  Exhibit  IX  (following).  In  both 
cases,  the  overall  tax  structure  is  inequitable  - it  imposes  a heavier  burden  on 
low-income  households  than  on  middle-  or  upper-income  households.  These 
incidence  patterns  are  the  bases  for  the  construction  of  an  income  tax  rate 
structure  designed  to  achieve  an  overall  proportional  incidence  pattern. 

For  each  of  these  base  cases,  a personal  income  tax  can  be  designed  which 
will  result  in  overall  proportional  incidence.  The  parameters  of  the  income  taxes 
are : 

T Option  13;  Current  State  and  local  tax  structure 

Tax  base:  Pennsylvania  taxable  income  including  100  percent  of  cap- 
ital gains  and  with  personal  exemptions  of  $600  per  person  and  standard 
deductions  (10  percent  of  taxable  income  $1,000,  whichever  is  less)  or 
itemized  deductions. 

Rate  schedule;  Modelled  on  Ohio's  rate  schedule  with  modified  tax 
brackets  ; 

Net  Taxable  Income  Marginal  Tax  Rate 

Less  than  $3,  000  0='= 

$3, 000  - $5, 000  0. 70% 

5,  000  - 10,  000  1 . 49% 

10, 000  - 1 5, 000  2. 99% 


- In  addition  to  paying  no  income  taxes  low  income  families  might  be  given 
a "negative  income  tax"  payment  to  compensate  for  their  disproportion- 
ately high  property  taxes. 
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y Option  14:  State  tax  structure  with  expanded  sales  tax 

Tax  base:  All  current  Pennsylvania  taxable  income  including  100  per- 
cent of  captial  gains  with  no  exemptions  nor  deductions 
Rate  schedule:  Modelled  on  the  Federal  rate  schedule,  with  tax  fore- 
giveness  for  families  with  less  than  $3,000  in  taxable  income.  (See 
Appendix  B,  Option  1.  ) 

The  effect  on  incidence  of  these  tax  options  is  shown  in  Exhibit  X.  When  these 
effective  tax  rates  are  added  to  the  effective  tax  rates  in  Exhibit  IX,  the  result  is 
overall  proportional  incidence  shown  in  Exhibit  XI. 

The  revenue  growth  potential  of  these  options  varies,  since  they  are  modelled 
on  different  tax  bases  and  different  tax  rate  schedules.  The  two  options  would 
have  the  following  growth  characteristics: 


Table  5 


Average  Percentage 


Option 


Elasticity 


Revenue  Growth 
From  Year  to  Year 


13.  Proportional  incidence  of 
current  State  and  local  tax 
structure 


1 . 55 


8.  99 


14.  Proportional  incidence  of 
State  tax  structure  with 
expanded  sales  tax 


1.  34 


7.  77 
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Clearly,  the  State  personal  income  tax  can  be  an  effective  vehicle  for 
improving  the  State's  overall  tax  structure.  Virtually  any  incidence  pattern 
desired  can  be  achieved.  In  addition,  specific  State  social  goals  can  be  achieved 
through  the  use  of  targeted  exemption  and  credit  mechanisms.  The  illustrative 
examples  of  personal  income  tax  reform  discussed  in  this  report  provide  some 
idea  of  the  flexibility  of  the  tax  and  the  kinds  of  choices  available  to  policymakers. 
Detailed  and  specific  reforms  of  the  tax  must  await  the  completion  of  the  re- 
mainder of  the  tax  reform  project  in  large  measure,  so  that  external  objectives, 
in  terms  of  the  overall  tax  structure,  can  be  formulated  and  revenue  target 


figures  can  be  constructed. 
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USING  A COMPUTER  MODEL  FOR 
ANALYZING  PERSONAL  INCOME  TAX  OPTIONS 

Tax  computations  were  performed  with  the  help  of  a series  of  interrelated 

computer  programs  designed  to: 

y Prepare  the  personal  income  distribution 

y Prepare  the  taxable  income  distribution 

5 Compute  tax  revenue 

y Evaluate  the  incidence  of  taxes, 

PREPARING  THE  PERSONAL 
INCOME  DISTRIBUTION 

Preparing  the  personal  income  distribution  involved  two  operations: 
extrapolation  and  projection. 

1.  It  was  necessary  to  extrapolate  the  highest  income  brackets  of  the 
personal  income  distribution  because  census  data  only  extend  up  to 
$50,000.  For  the  purpose  of  computing  tax  revenue  accurately,  it 
is  necessary  to  keep  track  of  households  in  high-income  brackets, 
since  they  account  for  a relatively  large  share  of  tax  revenue. 

A computer  program  was  therefore  used  to  extrapolate  the  top 
income  bracket  of  the  Census  personal  income  distribution  into 
several  separate  brackets. 

2.  It  was  also  necessary  to  project  the  income  distribution,  since  the 

m 
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source  Census  data  were  for  the  year  1959,  and  we  wanted  to  analyze 
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tax  revenue  for  1973  and  beyond.  Between  those  two  dates,  changes 
occur  in  income,  and  the  distribution  used  to  compute  tax  revenue  . 
must  be  modified  to  account  for  those  changes.  We  used  another  com- 
puter program  to  modify  the  distribution  for  changes  in  income. 

PREPARING  THE  TAXABLE 
INCOME  DISTRIBUTION 

The  Census  personal  income  distribution  contains  salaries  and  unearned  in- 
come, as  well  as  transfer  payments  such  as  unemployment  benefits,  social  secur- 
ity benefits,  veterans'  benefits,  and  welfare  benefits . Transfer  payments,  unlike 
other  income,  are  not  subject  to  taxation  and  must,  therefore,,  be  subtracted 
from  the  personal  income  distribution  to  obtain  the  taxable  income  distribution. 

The  process  used  for  this  purpose  is  not  one  of  outright  subtraction,  but  one  of 
slipping  households  down  to  the  level  of  their  taxable  earnings.  An  example 
will  help  to  explain  this  process:  If  a household  had  earnings  of  $ 10,  000  during 
the  year,  including  $4,000  in  unemployment  benefits,  this  household  will  appear 
at  the  $10,  000  level  in  the  personal  income  distribution,  but  it  should  only  appear 
at  the  $6,  000  level  in  the  taxable  income  distribution,  since  only  $6,  000  of  its 
income  was  taxable. 

The  process  of  moving  households  down  to  the  level  of  their  taxable  income 
was  performed  through  four  separate  computer  programs  - one  for  each  category 


of  transfer  payments. 
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COMPUTING  TAX  REVENUE 

TcLx  revenue  c3.n  be  computed,  by  combining  the  taxable  income  distribution 
with  a tax  structure.  A tax  structure  includes: 

y A set  of  rules  specifying  the  tax  base  in  terms  of  earned  income, 
capital  gains,  unearned  income,  exemptions  and  deductions,  and  tax 

credits 

? One  or  several  tax  schedules. 

A computer  program  was  used  to  compute  tax  revenue  under  different  tax 

rules  and  schedules.  In  addition,  the  same  program  was  used  to  modify  the 

tax  schedules  so  that  a desired  amount  of  revenue  would  be  obtained  under  each 

of  the  alternatives  that  was  tested. 

EVALUATING  THE 
PROGRESSIVITY  OF  TAXES 

Tax  options  that  were  run  generated  the  same  amount  of  tax  revenue. 

However,  the  burden  of  taxes  was  shared  differently  in  the  population  in  each 

of  those  options:  In  some,  lower  income  households  paid  little  and  upper  income  > 

■o 

■o 

m 

households  paid  a lot,  while  in  others  lower  income  households  paid  a larger  q 

X 

share  of  tax  revenue. 

The  decision  maker  wants  to  ensure  that  the  burden  of  taxes  is  shared  equit- 
ably in  the  population.  For  this  purpose,  a computer  program  was  used  to  gener- 
ate an  incidence  table,  showing  the  percentage  of  income  paid  by  households  of 
various  sizes  at  each  income  level.  Two  matrixes  are  created  based  on: 
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( 1)  taxable  income,  and  (2)  personal  income.  Through  a careful  examination 
of  these  tables,  it  is  possible  to  assess  the  vertical  and  horizontal  incidence 
patterns  of  a tax  option  and  to  make  comparisons  of  incidence  patterns  among 
several  tax  options. 
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RATE  SCHEDULES  AND  INCIDENCE  OF  TAX  OPTIONS 

For  each  option  discussed  in  the  text,  this  appendix  shows: 

A.  Tax  rate  schedule  and  data  on  determining  taxable  income. 

B.  Incidence  of  the  tax  on  taxable  income.  These  charts  are  labeled 
"Average  Percentage  of  Income  (Including  Capital  Gains  and  Excluding 
Transfer  Payments)  Paid  in  Taxes.  " They  are  used  to  determine  tax 
credits  for  options  based  on  a flat  tax  rate  with  credits,  as  described 
in  Appendix  C . 

C.  Incidence  of  the  tax  on  personal  income.  These  charts  are  labeled 
"Incidence  Matrix:  Percentage  of  Personal  Income  Paid  in  Tax.  " 
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Option  1 - Based  on  Federal  rate  structure  applied  to  all  Pennsylvania 
taxable  income 
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Option  2 “ Based  on  New  York's  rate  schedule  applied  to  all  Pennsylvania 
taxable  income 
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1.4 

1 5Nf|fi 

0 ,g 

1 .P 

2bfi0f., 

0,3 

2.3 

3•’lOA^* 

1 .p 

2.7 

••  SOONO* 

3.4 

3.4 

4 . 0 

4 , 0 

1 

,-2f|f,f)f,fi , 

4.4 

4,4 

4.6 

4.6 

AVGE 

1 .0 

2.1 

MATP IX******** 


I^)COME 

PATH  TM 

TAX 

3 

4 

5 

6 

0, 

0 . 

0 , 

'<  . 

'I  . 

,4 

0.5 

0.5 

0.5 

'i  , 4 

0.5 

0.5 

0,5 

'1,6 

'..3 

0,5 

0,5 

0,5 

0,6 

f|  , 4 

0,7 

0.7 

0.5 

0.6 

.5 

0,8 

'1,8 

fi  ,6 

0.7 

0,6 

0.9 

0,0 

0.-^ 

0,7 

(i  . 8 

1 .0 

1 .0 

1 .0 

1 .0 

0.9 

1 .1 

1 . 1 

1 . 1 

1 . 1 

1 .0 

3 .2 

3 .2 

1.2 

1 ,P 

1 . 1 

1 .3 

1 .3 

1.3 

1 .3 

1 .2 

1 .5 

1.5 

1.5 

1 .5 

1 ,4 

2.0 

2.0 

2.0 

2.0 

1 .P 

2.3 

2.4 

2.4 

2.4 

2,3 

2.7 

2.7 

2.7 

2.8 

2.7 

3.4 

3.4 

3.4 

3.4 

3.4 

4 , r, 

4 , fi 

4 , fi 

4 , 0 

u , r. 

4 , 4 

4.4 

4.4 

4 ,4 

4.4 

4,6 

4,6 

4.6 

4.6 

4,6 

CM 

• 

t\ 

2.3 

• 

cv 

2,3 

2 . 1 
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Option  3 - Based  on  Ohio's  rate  schedule  applied  to  all  Pennsylvania 
taxable  income 


^ TAX 


UP  TO  f 

SURCHARGE 

2b, 

b. 

')  * 

bbbb  e 

b ,75b 

b • 

IfibbO  • 

1,499 

b , 

Ihbbfu 

2,999 

b « 

2bbbb, 

3,748 

b. 

4 h f dt  b • 

4,498 

b • 

U f 1 b b f 1 • 

5.247 

b • 

AV^?  OCT  OF  T^JCO^^E  (T^^1C  CAP  GAINS  « F.XC  TRANSFER  PAY^'’ENT5)  PAID  IN  TAXES  ^ 


f INCOME  HOUSEHOLD  SI7E  ***** 

\ 2 3 4 5 6 + 


1 b . 

b. 

b , 

6 . 

6. 

6, 

6. 

Sir., 

6.725 

6,725 

6.725 

6,725 

6.726 

6.7R5 

1514, 

b,74b 

6.74b 

6,746 

6,746 

6,746 

6,746 

2538, 

6,745 

6,745 

6.745 

6.745 

6.745 

6,745 

3563, 

b,747 

6,747 

6.747 

6,747 

6,747 

6,747 

■ 4592, 

b,747 

6.747 

6,747 

6,747 

6,747 

6,747 

5527, 

b,81R 

6,818 

6,818 

6.818 

6.818 

6,818 

6553, 

b,925 

6.925 

6,925 

6.025 

f.,925 

6,925 

7564, 

1 ,662 

1 .6fi2 

1 .br,? 

1 .briP 

1 .6ri2 

1.662 

8583, 

1.661 

1 .651 

1 .661 

1.661 

1,661 

1.661 

0549, 

1,165 

1 , 165 

1,165 

1.165 

1.165 

1 ,165 

1 2565, 

1 .566 

1 .566 

1 .566 

1 ,566 

1 ,566 

1 ,566 

176b5, 

2 , 644 

2 • 644 

2.644 

2,644 

2, ^'44 

2,644 

229b8 , 

2,534 

2.534 

2,534 

2,534 

2,534 

2.534 

25'^75. 

2.924 

2,924 

2,024 

2,924 

2.924 

2.924 

41 307. 

3.436 

3.4  36 

3.436 

3,436 

3.436 

3.436 

76786. 

4,271 

4,271 

4.271 

4,271 

4,271 

4.271 

1561 16, 

4.767 

4,767 

4.767 

4,767 

4.767 

4,767 

416263. 

5.667 

5,667 

5.667 

5.667 

5.667 

5.667 
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nctd^nce  viatr I y 


PFRCEMTAGE  OF  PERSOi'JAL 


hh  ST?E 


INCOME  LEVEL 

1 

2 

rj , « 

f|. 

0 , 

'’i » 5 

-0,1 

2'irifi , 

ri  .4 

-0,5 

POrifi,- 

Jfififi  • 

f|  .8 

-0,1 

Uf) f(  • 

0,3 

U f 1 f 1 ( ( , •“ 

0,5 

0,5 

5 f ' ' 1 f 1 • ■ 

0,5 

0,5 

• 

0,5 

0,5 

BOfift  • 

0,5 

0,7 

90fir, , 

* • , 5 

f|  ,8 

1 . 

0,5 

5 ,u 

ISorif,. 

0,7 

1,3 

PO'ifir, , 

0,7 

1 .9 

pi  1 r|f(  f 1 , • 

0,2 

?,4 

FSOrif,.- 

3f|firifi , 

2.0 

2,8 

50f(f|fi  • 

3,3 

3,4 

, «■ 

1 f.r(f,f|f( , 

4,2 

4,2 

1 ftfifiOri,- 

4,7 

4,7 

5.0 

5,0 

AVGE 

0,9 

2.1 

NCOME 

PATH  TN 

TAX 

3 

4 

5 

5 

AVGE 

0, 

0, 

0 , 

0. 

0 , 

0,5 

0,6 

0,6 

0,5 

0,5 

0,5 

0,5 

O' . 5 

0,5 

0,3 

0 , 5 

0.5 

0,5  ■ 

0,5 

0,4 

0,5 

0,5 

0,5 

f'.5 

0 , u 

0,6 

0.6 

f'.5 

0.6 

0.5 

0,7 

0,7 

0,5 

0,5 

0.5 

0,8 

0.8 

0.8 

0,8 

0.7 

0,9 

0,0 

0,9 

0.9 

0 ,8 

1 ,0 

1 .'I 

1 .0 

1 ,0 

0,9 

1,0 

1.0 

1 .0 

1 .0 

0.9 

1 ,4 

1 .4 

1 .4 

1.4 

1.3 

2.0 

2.0 

2.0 

2.0 

1 ,9 

2.4 

2,4 

2.4 

2.5 

2.4 

2.8 

2.8 

2,8 

2.8 

2.8 

3.4 

3,4 

3.4 

3.4 

3.4 

4,2 

4,2 

4,2 

4,2 

4.2 

4.7 

4.7 

4,7 

8,7 

4,7 

5.0 

5.0 

5,0 

5,0 

5.0 

2.2 

2.3 

2.4 

2.4 

2.1 
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Option  4 - Base:  Earned  income  only 
Rate:  Flat 


_PA  FLAT 

RATE 

INCOME 

V TAX 

% 

IIP  TO  5 

SURCHARGE 

2<< . 

0. 

0 . 

lOOfi , 

2.433 

0. 

2.433 

0 . 

2.433 

0. 

, 

2.433 

0. 

5^1'ifi  • 

2.433 

0. 

600^1, 

2.433 

n • 

70^0. 

2.433 

0. 

Sfififi , 

2.433 

0. 

gonfi , 

2.433 

0. 

10000. 

2.433 

0. 

ISOrif), 

2.433 

0. 

?000fi  • 

2.433 

0 • 

F5000. 

2.433 

0. 

30000 • 

2.433 

0. 

sort  fir, , 

2.433 

0 . 

100000. 

2.433 

0 . 

pOriOOO. 

2.433 

0 . 

pr,T,f,r,f,  , 

2.433 

^ s • 

AVR  PCT  OF  INCOME  (INC  CAP  GAINS  « EXC  TRANSFER  PAYMENTS)  PATH  IN  TAXES 


¥ INCOME 

1 

household  SIZE  »♦♦♦* 

2 3 4 5 

64 

) 0, 

ft. 

f'. 

fi. 

f|. 

ft. 

fi. 

51  0, 

2.314 

2.314 

2.314 

2.314 

2.314 

2.314 

1500. 

2.353 

2.353 

2.353 

2.353 

2.353 

2.353 

2500, 

2.352 

2.352 

2.352 

2.352 

2.352 

2.352 

350fi. 

2.354 

2.354 

2.354 

2.354 

2.354 

2.354 

4500 , 

2.36fi 

2.36fi 

2.36f( 

2.36fi 

2.36f. 

.?.36f. 

550f( , 

2.4fi4 

2.4fi4 

2.4fi4 

2.404 

2.4fi4 

2.4ft4 

ft500  • 

2.40fi 

2.4f)f| 

2 .4ftft 

?.4f,f, 

2.4ft0 

2,4fift 

760ri. 

2.4fil 

2.4fi1 

2.4f,3 

2.4ft1 

2.4fi1 

2.4fil 

850fi, 

2.4ftl 

2.4fil 

2.4fi1 

2.4f,l 

2.4ftl 

2.4f.l 

950ft. 

2.413 

2.413 

2.413 

2.413 

2.413 

2.413 

1 25f|fi. 

2.416 

2.416 

2.416 

2,416 

2.416 

2.416 

175f|ft. 

2.414 

2.414 

2.414 

2.414 

2.414 

2.414 

225ftfi. 

2.383 

2.383 

2.383 

2.383 

8.383 

2.383 

275f«f'. 

2.327 

2.327 

2.327 

2.327 

2.327 

2.327 

4fif|f|f) . 

2.341 

2.341 

2.341 

2.34  1 

2,341 

2.341 

75f|f(f|. 

2.359 

2.359 

2.359 

2.359 

2.359 

2.359 

15fif|f|fi . 

2.267 

2.267 

2.267 

2.267 

2.267 

2.267 

27l45fi. 

1.127 

1.127 

1.127 

1.127 

1.127 

1 .127 
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*******»tnctdpmce:  matrix******** 

PERCENTAGE  OF  PERSONAL  INCOME  PAID  IN  TAX 


T^JCOME 

LEVEL 

HH  SI7F 

1 

2 

3 

4 

a 

ft 

AVGE 

" P'l  • 

n . 

L. 

9. 

9, 

9 . 

9 , 

9 , 

- ILrir,, 

3 .7 

-9.3 

1 .7 

1 .a 

3 .9 

3 .9 

1 .a 

3 . 
1 , 

J r. f,  f 

- ?fir,r,. 

1 .3 

-1  .5 

1 .5 

1 .ft 

1 ,7 

- 3Lf|f(, 

1.5 

-9,4 

1 .ft 

1 .ft 

3 .5 

3 .8 

1 .0 

3 . 

3 . 

1 . 

- 49f(L, 

1 .5 

1.9 

1 .0 

1 .a 

3 .5 

nrjr,r 

- ELLri, 

1 .5 

1 .5 

1 .9 

1 .9 

3 .ft 

1 .a 

3 .a 
2.2 

5'inf 

- 6f(9r,, 

1 .6 

1 .a 

2.9 

2.9 

3 ,7 

3 . 

1 . 
? . 

- Tnriri, 

1 .7 

1 .a 

2.1 

2,2 

2 , 1 

Jfifif 

- afifiL, 

3 .7 

1 .9 

2.2 

2.2 

2.2 

2.3 

Rfifif 

- 9LLL, 

1 .7 

2.9 

2.2 

2.2 

2,2 

2.3 

? , 

qf,f,f 

- JLLLL, 

3 .6 

2.3 

2.2 

2.2 

2.2 

2 . 3 

1 '.fi'if 

- ISfifiL, 

1 .f 

2.2 

2.3 

2.3 

2.3 

2.3 

r • 

P , 

1^r,r,r 

* P 9 L f 1 * 

3 .5 

2.3 

2.4 

2,4 

2.4 

2.4 

o . 

P'l'ifif 

- ?59^iL. 

1 .? 

2.3 

2.3 

2,3 

2.3 

2.4 

P . 

- 3LLf(r, , 

2.3 

2.3 

2.3 

2,3 

2,3 

p , 

3f|f/''if 

“ 5 L fi  f ( Ci  « 

2.3 

2.3 

2,3 

2.3 

2.3 

2 . 3 

p . 

5 <■  I r 1 f ( f 

-5  rir(r,f,f, , 

2.4 

2.4 

2.4 

2.4 

2,4 

2 • 4 

^ . . 

p . 1 

1 

-Phr, (,(,(, , 

2.3 

2.3 

2.3 

2.3 

2.3 

2 . 3 

2 . ■' 

1 .1 

3 . 1 

1 .1 

3 .1 

1 .3 

1 . 3 

3 . 

AVGE 

3 .5 

2.2 

2.3 

2.3 

2.3 

2.3 

2.? 
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Option  5 - Base:  Earned  income 

Rate:  Based  on  Federal  rate  schedule 

TNCONfE  % TAX  » 

'»P  TO  f SURCHARGE 


20. 

0, 

0 . 

1 UhU, 

1 .44q 

0. 

2000  . 

1.552 

0 , 

1.656 

0 . 

4000. 

1 .759 

0 . 

nooo. 

1 .966 

0 , 

12000 . 

2.277 

0. 

16000. 

2.507 

0 • 

aoorif). 

2.897 

0 , 

24000. 

3.311 

0. 

28000, 

3.725 

0 , 

32000. 

4.036 

0 , 

36000. 

4,346 

0. 

40000. 

4,657 

0. 

4400ri. 

4.967 

0, 

52000, 

5,174 

0. 

640f;fi, 

5.484 

0 , 

76000, 

5.691 

0 , 

BSOOfi . 

6.0  02 

0 . 

1 OOOfiri , 

6.209 

0 • 

1 20ft00 , 

6.416 

0. 

1 400r(r, , 

6,623 

0 . 

16000r, , 

6.830 

0 , 

leoorif, , 

7,037 

0 , 

200000, 

7.140 

0 . 

300f.00  , 

7,243 

0, 

40f|fif|0 , 

7.243 

0 , 

40000r/ . 

7.243 

0 , 

AVR  RCT  OF  INCOME  (INC  CAP  GAINS  » EXC  TRANSFER  PAYMENTS)  PAID  IN  TAXES  * 


$ INCOME 

1 

2 

HO'iSEHOLO 

3 

SIZE 

4 

5 

6 + 

1 0. 

0. 

0, 

0, 

0. 

0, 

0. 

510, 

1.373 

1 .373 

1 .373 

1 .373 

1 .373 

1.373 

150fi, 

1 .433 

1 ,433 

1 .^*33 

1 .U33 

1 .433 

1 .433 

2500. 

1.476 

1 .476 

1 ,476 

1 .476 

1 .476 

1 .476 

3500, 

1 .529 

1.529 

1 .529 

1.529 

1 .529 

1 ,520 

4500  , 

1.589 

1 .589 

1 .589 

1 .589 

1 .589 

1 .589 

5500  . 

1 .682 

1 .682 

1 .682 

1 ,682 

1 .682 

1.682 

650fi, 

1 .718 

1 ,718 

1 .718 

1 .718 

1 .718 

1 .718 

7500 , 

1 .749 

1.749 

1 .749 

1 ,749 

1 ,749 

1 .749 

8500. 

1 .786 

1 .786 

1 .786 

1 .786 

1 ,786 

1 .786 

9500. 

1.845 

1 .845 

1 ,845 

1 .845 

1 .845 

1 .845 

1250^1, 

1 ,958 

1 .958 

1 .958 

1 .958 

1 .958 

1 .958 

17500. 

2.155 

2.155 

2.155 

2.155 

2.155 

2.155 

22500 , 

2,316 

2.316 

2.316 

2,316 

2.316 

2.316 

275ori, 

2.44a 

2.44a 

2.444 

2,444 

2.444 

2.444 

40*’(0>’i  . 

2,966 

2,966 

2,966 

2.966 

2.966 

2.966 

7500fi , 

4,f(32 

4.032 

4.032 

4.032 

4.032 

4.032 

1500fir,, 

4,846 

4,846 

4.846 

4,846 

4,8<^6 

4,846 

271U5ri, 

2.334 

2.334 

2.334 

2.334 

2.334 

2.334 
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♦ ♦♦***♦*1  INCIDENCE 
PERCENTAGE  OF  PERSONAL 


HH  SIZE 


T'1C0^^E  LEVEL 

1 

2 

fi  • - 

0. 

1 • 

1 .<■( 

•o  • p 

1 

pnnri , 

f|.8 

-1 .0 

5finfi . 

1 

-0.? 

3^1^^  • • 

^.P 

0.8 

4r,r,f,,- 

1.0 

ft  .q 

1.1 

] .2 

# «■ 

7^^n  # 

1 .1 

1.2 

• •• 

B'lri'it 

1 .? 

1 .4 

8fi00.- 

Qfififi  • 

1.2 

1 .5 

1 , 

1 .2 

1.5 

1 f 1 f 1 f(  f( , » 

J .2 

1 .8 

1 

pfifihfi , 

1.2 

2.1 

• - 

ri , A 

2.2 

, ■» 

P.ri 

2.4 

3f(f|f( ri , » 

3.0 

3.0 

» *• 

4 • fi 

4.0 

1 firir,f,f, 

2'ir,f,rif,, 

4.8 

4.8 

2.3 

2.3 

AVGE 

1 .3 

2.2 

-matrix******** 

INCOME 

PAID  IN 

TAX 

3 

4 

5 

6 

AVGE 

0. 

0. 

0. 

0 . 

0 . 

1 .0 

1 .1 

1 . 1 

1.1 

0.9 

0.9 

1 .0 

1.0 

1 .1 

0.8 

1 .0 

1 .0 

1.0 

1 . 1 

0.7 

5 .2 

1 .2 

0.9 

1.1 

0.9 

1.3 

1 .3 

1 .0 

1 .2 

1 .0 

1 .U 

1.4 

1.2 

1 .2 

1 .2 

1 .5 

1 .5 

1 .5 

1 .8 

1 .3 

1 .6 

1 .8 

1 .8 

1 .8 

1 .5 

1 .6 

1 .7 

1 .6 

1 .7 

1 .5 

1 .7 

1 .7 

1 .7 

1 .7 

1 .8 

1 .8 

1 .8 

1 r8 

1 .9 

1 .8 

2.1 

2.1 

2.1 

2.1 

2.1 

2.3 

2.3 

2.3 

2.3 

2.2 

2.4 

2.4 

2.4 

2.4 

2.4 

3.0 

3.0 

3.0 

3.0 

3.0 

4.r, 

4.0 

4.0 

4.fi 

4 , r, 

4.8 

4 .8 

4,8 

4.8 

4.8 

2.3 

2.3 

2.3 

2.3 

2.3 

2.2 

2.3 

2.4 

2.4 

2.2 

f 
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Option  6 - Base;  Earned  income  plus  50  percent  of  unearned  income 
Rate;  Flat 


Pft  FLAT  PATE 
IMCOME  ■;  TAX 


UP  TO  S 

SUPCHAP6E 

£0. 

0 . 

0. 

1 000. 

£.399 

0. 

£000. 

£.399 

0. 

3000. 

£.399 

0. 

4000. 

£.399 

0. 

5000. 

£.399 

0. 

6000. 

£.399 

0. 

7000. 

£.399 

0. 

8000. 

£.399 

0. 

9000. 

£.399 

0. 

10000. 

£.399 

0. 

15000. 

£.399 

0. 

£0000. 

£.399 

0. 

£5000. 

£.399 

0. 

30000. 

£ .399 

0. 

50000. 

£.399 

0. 

100000. 

£.399 

0. 

£00000. 

£.399 

0. 

£00000. 

£.399 

0. 

A VP  PCT  OF  IMCOME  (IMC  CAP  GAIMS  t.  EXC  TPAIHSFEP  PflYffEftTS)  PAIH  IM  TAXES 


$ IMCOME  ♦♦♦♦♦  HOUSEHOLD  SIZE  ♦♦♦♦♦ 

1 £ 3 4 5 6+ 


10. 

0. 

0. 

0. 

0. 

0. 

0. 

51  0 . 

£.£94 

£.294 

£.£94 

£.£94 

£.294 

£.£94 

1500. 

2.347 

£.347 

£.347 

£.347 

£.347 

£.347 

£500. 

£.348 

2.348 

£.348 

£.348 

£.348 

£.348 

3500. 

£.354 

£.354 

£.354 

£.354 

£.354 

£.354 

4500. 

£.358 

£.358 

2.358 

£.358 

£.358 

£.358 

5500. 

£.380 

£.380 

£.380 

£.380 

£.380 

£.380 

6500. 

£.378 

£.378 

£.378 

£.378 

£.378 

2.378 

7500. 

£.380 

£.380 

£.380 

£.380 

£.380 

2.380 

8500. 

£.380 

£.380 

£.380 

£.380 

£.380 

2.380 

9500. 

£.386 

£.386 

£.386 

£.386 

£.386 

£.386 

1£500. 

£.389 

£.389 

£.389 

£.389 

2.389 

£.389 

17500. 

£.389 

£.389 

£.389 

£.389 

£.389 

£.389 

££500. 

£.373 

£.373 

£.373 

£.373 

£.373 

£.373 

£7500. 

£.346 

£.346 

£ . 346 

£.346 

£.346 

2.346 

40000. 

2.353 

£.353 

2.353 

£.353 

£.353 

2.353 

75000. 

£.36£ 

£.362 

2.362 

£.362 

£.362 

2.362 

150000. 

£.317 

£.317 

£.317 

£.317 

£.317 

2.317 

271450. 

1 .755 

1 .755 

1 .755 

1 .755 

1 .755 

1 .755 

THE  OUTPUT  MATRIX  IS  SAVED  IM  FILE  IMC0UT3 
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♦ ♦♦♦♦♦♦♦  IMC I DEMCE 


PERCEMTR6E  DF 

PERSOHRL 

IMCDflE 

PAID  IM 

TAX 

IMCDME  LEVEL 

HH  SIZE 
1 

£ 

O 

4 

5 

6 

RVGE 

0 . - £ 0 . 

0 . 

0. 

0 . 

0 . 

0. 

0. 

0 . 

£0.-  1000. 

1 .7 

-0.3 

1 .7 

1 .8 

1 .8- 

1 .8 

1 .5 

1000.-  £000. 

1 .3 

-1  .6 

1 .5 

1 .6 

1 .7 

1 .8 

1 . 0 

£000.-  3000. 

1 .5 

-0.4 

1 .6 

1 .6 

1 .5 

1 .8 

1 . £ 

3000.-  4000. 

1 .5 

0.9 

1 .8 

1 .8 

1 .5 

1 .8 

1 .4 

4000.-  5000. 

1 .5 

1 .5 

1 .9 

1 .9 

1 .6 

1 .8 

1 .6 

5000.-  6000. 

1 .6 

1 .8 

£.0 

£.0 

1 .7 

1 .8 

1 .8 

6000.-  7000. 

1 .7 

1 .8 

£.1 

£.£ 

£.1 

£.£ 

1 .9 

7000.-  8000. 

1 .7 

1 .9 

£.£ 

£.£ 

£.£ 

£.3 

£ .0 

8000.-  9000. 

1 .7 

£.0 

£.£ 

£.£ 

£ .£ 

£.3 

£.1 

9000.-  10000. 

1 .6 

£.0 

£.£ 

£.£ 

£ . £ 

£.£ 

£ . 1 

10000.-  15000. 

1 .6 

£ . £ 

£.3 

£ .3 

£.3 

£ .3 

£ . £ 

15000.-  £0000. 

1 .5 

£ . 3 

£ . 3 

£.3 

£.4 

£.4 

£ . 8 

£0000.-  £5000. 

1 .£ 

£.3 

£.3 

£.3 

£.3 

£.3 

£.3 

£5000.-  30000. 

£.0 

£.3 

£ . 3 

£ . 3 

£.3 

£.3 

£ .3 

30000.-  50000. 

£.3 

£.3 

£ . 3 

£ . 3 

£.3 

£ .3 

£ .3 

50000.-100000. 

£.4 

£.4 

£.4 

£.4 

£.4 

£.4 

£ .4 

100000. -£00000. 

£ .3 

£.3 

£.3 

£.3 

£.3 

£.3 

£ .3 

>£00000. 

1 .8 

1 .8 

1 .8 

1 .8 

1 .8 

1 .8 

1 .8 

RVGE 

1 .6 

OJ 

• 

OJ 

£ . 3 

£.3 

£.3 

£.3 

£ .£ 

APPENDIX  C 
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Option  7 - Base;  Earned  income  plus  50  percent  of  unearned  income 
Rate;  Based  on  Federal  rate  schedule 


INCDME  •;  TAX 


UP  TD  S 

SURCHARGE 

20. 

0. 

0. 

1 000  . 

1 .404 

0. 

2000. 

1 .505 

0. 

3000. 

1 .605 

0. 

4000. 

1 .705 

0. 

8 00  0. 

1 .906 

0. 

12000. 

2.207 

0. 

16000. 

2.508 

0. 

20000. 

2.809 

0. 

24000. 

3.210 

0. 

28000. 

3.611 

0. 

32000. 

3.912 

0. 

36000. 

4.213 

0. 

40000. 

4.514 

0. 

44000. 

4.815 

0. 

52000. 

5.016 

0. 

64000. 

5.317 

0. 

76000. 

5.518 

0. 

88000 . 

5.818 

0. 

100000. 

6.019 

0. 

120000. 

6.220 

0. 

140000. 

6.420 

0. 

160000. 

6.621 

0. 

180000. 

6.822 

0. 

200000. 

6.922 

0. 

300000. 

7.022 

0. 

400000. 

7.022 

0. 

400000. 

7.022 

0. 
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fiVP  PCT  DF  IMCDME  C IMC  CRP  6RIMS  t EXC  TRRhSFER  PRYflEfiTS)  PRID  IM  TRXES  ♦♦♦♦ 


S IMCDME 

1 

U. 

HOUSEHOLD 

3 

SIZE  ♦♦♦♦♦ 

4 5 

6+ 

1 0 . 

0. 

0 . 

0. 

0 . 

0. 

0. 

510. 

1 .333 

1 .333 

1 .333 

1 .333 

1 .333 

1 .333 

15  0 0. 

1 .407 

1 .407 

1 .407 

1 .407 

1 .407 

1 .407 

£500  . 

1 .45£ 

1 .45£ 

1 .45£ 

1 .45£ 

1 .45£ 

1 .45£ 

3500  . 

1 .503 

1 .503 

1 .503 

1 .503 

1 .503 

1 .503 

4500. 

1 .564 

1 .564 

1 .564 

1 .564 

1 .564 

1 .564 

5500  . 

1 .638 

1 .638 

1 .638 

1 .638 

1 .638 

1 .638 

6500  . 

1 .675 

1 .675 

1 .675 

1 .675 

1 .675 

1 .675 

7500  . 

1 .705 

1 .705 

1 .705 

1 .705 

1 .705 

1 .705 

8500  . 

1 .744 

1 .744 

1 .744 

1 .744 

1 .744 

1 .744 

95  00  . 

1 .796 

1 .796 

1 .796 

1 .796 

1 .796 

1 .796 

1£500 . 

1 .905 

1 .905 

1 .905 

1 .905 

1 .905 

1 .905 

17500 . 

£.099 

£ . 099 

£.099 

£ . 099 

£ . 099 

£ . 099 

£2500. 

£.£76 

£ .£76 

£ .£76 

£ .£76 

£ .£76 

£.£76 

; £7500. 

£.446 

£.446 

£.446 

£.446 

£.446 

£.446 

40000 . 

£.969 

£.969 

£.969 

£.969 

£ .969 

£ .969 

75000. 

4 .000 

4.000 

4.000 

4.000 

4 .000 

4.000 

150000 . 

4.933 

4.933 

4.933 

4.933 

4.933 

4.933 

571450. 

4.148 

4.148 

4 . 148 

4 .148 

4.148 

4.148 

THE  DUTPUT 

MRTRIX 

IS  SRVEr  IM  FILE 

IMCDUT3 

♦♦♦♦♦♦♦♦ IMCIDEMCE 


PERCEMTR6E  DF 

PERSDMRL 

IMCDME 

PRID  IM 

TRX 

IMCDME  LEVEL 

HH  SIZE 
1 

£ 

3 

4 

5 

6 

RVGE 

0.-  £0. 

0. 

0. 

0. 

0. 

0. 

0. 

0 . 

£0.-  1000. 

1 .0 

-0.£ 

1 .0 

1 .0 

1 . 1 

1 . 1 

0.9 

1000.-  £000. 

0.8 

-1  .0 

0.9 

1 .0 

1 .0 

1 . 1 

0 . 6 

£000.-  3000. 

0.9 

-0.£ 

1 .0 

1 .0 

0.9 

1 . 1 

0.7 

3000.-  4000. 

0.9 

0.6 

1 .1 

1 .£ 

0.9 

1 . 1 

0.8 

4000.-  5000. 

1 .0 

0.9 

1 .3 

1 .3 

1 .0 

1 . 1 

1 . 0 

5000.-  6000. 

1 . 1 

1 .£ 

1 .4 

1 .4 

1 . 1 

1 . £ 

1 .£ 

6000.-  7000. 

1 .1 

1 .£ 

1 .5 

1 .5 

1 .5 

1 .5 

1 .3 

7000.-  8000. 

1 .£ 

1 .3 

1 .5 

1 .6 

1 .6 

1 .6 

1 .4 

8000.-  9000. 

1 .£ 

1 .4 

1 . 6 

1 .6 

1 . 6 

1 .6 

1 .5 

9000.-  10000. 

1 .1 

1 .5 

1 .6 

1 .6 

1 . 6 

1 .7 

1 .5 

10000.-  15000. 

1 .£ 

1 .7 

1 .8 

1 .8 

1 .8 

1 .8 

1 .7 

15000.-  £0000. 

1 .1 

£.0 

£.0 

£.1 

£ . 1 

£ . 1 

£.0 

£0000.-  £5000. 

0.7 

£.£ 

£ . £ 

c • c 

£ . £ 

£ .£ 

£ .£ 

£5000.-  30000. 

£ .0 

£.4 

£.4 

£.4 

£.4 

£ .4 

£ .4 

30000.-  50000. 

3.0 

3.0 

3.0 

3.0 

3.0 

3.0 

3.0 

50000.-100000. 

4.0 

4.0 

4.0 

4.0 

4.0 

4.0 

4 . 0 

100000.-200000. 

4.9 

4.9 

4.9 

4 .9 

4.9 

4.9 

4.9 

>£00000. 

4.1 

4.1 

4.1 

4.1 

4 . 1 

4 . 1 

4 . 1 

RVGE 

1 .3 

£.£ 

£ .£ 

£.3 

£ .4 

£ .4 

£ .£ 
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Option  8 - Base:  Earned  and  unearned  income  with  the  exception  that 

50  percent  of  capital  gains  are  taxed 
Rate:  Flat 


IMCDME 

PERCENT 

UP  TD 

DEDUCTION 

DEDUCTION 

S 

CUHICHEVER 

IS  LOWER) 

20. 

0. 

0. 

1 000. 

0. 

0. 

2000. 

0. 

0. 

3000. 

0. 

0. 

4000. 

0. 

0. 

5000. 

n. 

0. 

6000. 

0. 

0. 

7000 . 

0. 

0. 

8000. 

0. 

0. 

9000. 

0. 

0. 

10000. 

0. 

0. 

15000. 

0. 

0. 

20000. 

0. 

0. 

25000. 

0. 

0. 

30000. 

0. 

0. 

50000. 

0. 

0. 

100000. 

0. 

0. 

200000. 

0. 

0. 

200000. 

0. 

0. 

CfVITRL  GRIMS  DRTR 


* B 

TRX  SURCHRRGE 


0.  0. 

a . 337  0 . 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 

2.337  0. 


(YES  DR  MD>?YE3 


PDRTIDM  DF  Cf3PITRL  GRIMS  SUBJECT  TD  TRXRTIDM  RT  PERSDMRL  RRTE : 50.00 
STRMDRRD  TRX  RRTE  FDR  CfiPITRL  GRIMS:  2.34 
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RVR  PCT 

iNcnnE 

□F  IMCOME  UMC 

♦♦♦♦♦ 

1 £ 

CRP  GRiriS  ir  EXC  TRflWSFIEt 

HDUSEHDLr  SIZE  ♦♦♦♦♦ 

3 4 5 

PPYM€NTS)  PPID  Ih  TRXE 

6+ 

1 0 . 

0. 

0 . 

0 . 

0. 

0 . 

0 . 

510  . 

£ .£55 

£.£55 

£ . £55 

£.£55 

£ . £55 

£ .£55 

1514. 

£.£93 

£.£93 

£.£93 

£.£93 

£.£93 

£.£93 

£538  . 

£.301 

£ .301 

£.301 

£ .301 

£.::-!  0 1 

£ .301 

3563  . 

£ . 3 04 

£.3  04 

£ .304 

£.3  04 

£.3  04 

£ .304 

459£  . 

£ . 3 04 

£ .304 

£ .304 

£ .304 

£.304 

£.304 

55£7. 

c ooo 
^ ^ o 

£.3£3 

£.3£3 

£.3£3 

£.3£3 

£.323 

6553  . 

£.3£1 

£.3£1 

2.3£1 

£.3£1 

£.321 

2.321 

7564  . 

£.3££ 

£.;3££ 

2.3££ 

£.3££ 

2.322 

2.322 

8583  . 

£.3£0 

£.3£0 

£.3£0 

£.3£0 

£.320 

2.320 

9549  . 

£.3£6 

£.;3£6 

£.3£6 

£.3£6 

£.326 

2.326 

1£565  . 

£.3£7 

£.3£7 

£.3£7 

£.3£7 

2.327 

2.327 

176  05  . 

£.3£7 

£.3£7 

£.3£7 

£.3£7 

£.327 

2.327 

££908. 

£.314 

£.314 

£.314 

£.314 

£.314 

£.314 

£8575. 

£.£91 

£.£91 

£.£91 

£.£91 

£.£91 

£.£91 

41397. 

£.£97 

£.£97 

£.£97 

£.£97 

£.£97 

£.£97 

7678  0 . 

£.309 

£.309 

£ .309 

£.309 

£.3  09 

£.309 

56116. 

£.£91 

£.£91 

£.£91 

£.£91 

£.£91 

£.£91 

16£63. 

1 .930 

1 .930 

1 .930 

1 .930 

1 .930 

1 .930 

THE  DUTPUT  MRTRIX 

IS  SRVED 

IN  FILE 

IMCDUT3 

♦♦♦♦♦♦♦♦incidemce 

PERCEMTRGE  DF 

PERSDHRL 

IMCDME 

PRID  IN 

TRX 

HH  SIZE 

IMCDME  LEVEL 

1 

£ 

4 

5 

6 

RVGE 

0.-  £0. 

0. 

0. 

0. 

0. 

0. 

0. 

0. 

£0.-  1000. 

1 .7 

-0.3 

1 .6 

1 .8 

1 .8 

1 .8 

1 .5 

1000.-  £000. 

1 .3 

-1  .5 

1 .5 

1 .6 

1 .6 

1 .8 

0.9 

£000.-  3000. 

1 .5 

-0.4 

1 .5 

1 .5 

1 .5 

1 .8 

1 .1 

3000.-  4000. 

1 .5 

0.9 

1 .8 

1 .8 

1 .5 

1 .7 

1 .4 

4000.-  5000. 

1 .5 

1 .4 

1 .9 

1 .9 

1 .6 

1 .8 

1.6 

5000.-  6000. 

1 .6 

1 .8 

£.0 

£.0 

1 .7 

1 .8 

1 .8 

6000.-  7000. 

1 .6 

1 .7 

£.1 

£.1 

£.1 

£.1 

1 .9 

7000.-  8000. 

1 .7 

1 .9 

£.1 

k*  • d 

£.1 

£ . £ 

£.0 

8000.-  9000. 

1 .7 

1 .9 

£.1 

£.£ 

£.£ 

£.£ 

£ . 0 

9000.-  10000. 

1 .6 

£ . 0 

L.  ■ U. 

c.  . c 

£.£ 

£.£ 

£ . 0 

10000.-  15000. 

1 .5 

£ . 1 

£ .£ 

£ . £ 

£.£ 

£.£ 

£ . 1 

15000.-  £0000. 

1 .5 

£.£ 

£ .3 

£.3 

£.3 

d • O 

£ .£ 

£0000.-  £5000. 

1 .1 

£.3 

£ . 3 

£.3 

£.3 

d • 3 

£ .£ 

£5000.-  30000. 

1 .8 

£.3 

£ .3 

£ .3 

£.3 

2.3 

£.3 

30000.-  50000. 

£.3 

£ . 3 

c ■ 

£.3 

£.3 

d • o 

£.3 

50000.-100000. 

£.3 

£ .3 

2 . 3 

1..  • O 

£.3 

d . o 

£.3 

100000.-200000. 

£ .3 

£.3 

£ .3 

-s 

d . O 

£ .3 

£.3 

£ . 3 

>£00000. 

£.0 

£.0 

£.0 

£.0 

£ . 0 

£ . 0 

£.0 

RVGE 

1 .6 

£.1 

£.£ 

£ .£ 

£.£ 

£.3 

£ . 1 
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Option  9 - Base;  Earned  and  unearned  income  with  the  exception  that 

50  percent  of  capital  gains  are  taxed 
Rate;  Based  on  Federal  rate  schedule 


IMCOME  •;  TRX 


UP  TO  S 

SLIRCHRffSE 

20. 

0. 

0. 

1000. 

1 .330 

0. 

2000. 

1 .425 

0. 

3000. 

1 .520 

0. 

4000. 

1 .615 

0. 

8000. 

1 .805 

0. 

12000. 

2.090 

0. 

16000. 

2.375 

0. 

20000. 

2.661 

0. 

24000. 

3.041 

0. 

28000. 

3.421 

0. 

32000. 

3.706 

0. 

36000. 

3.991 

0. 

40000. 

4.276 

0. 

44000. 

4.561 

0. 

52000. 

4.751 

0. 

64000. 

5.036 

0. 

76000. 

5.226 

0. 

88000. 

5.511 

0. 

100000. 

5.701 

0. 

120000. 

5.891 

0. 

140000. 

6.031 

0. 

160000. 

6.271 

0. 

180000. 

6.461 

0. 

200000. 

6.556 

0. 

300000. 

6.651 

0. 

400000. 

6.651 

0. 

400000. 

6.651 

0. 
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RVR  PCT  DF  IfiCDME  (IMC  CPF  6RIMS  l<  EXC  TRRMSFER  PRYMEfiTS>  PRIT  IM  TRXES  ♦♦♦♦ 


S IMCDME 

1 

♦♦♦♦♦  HDUSEHOLD  SIZE  ♦♦♦♦♦ 

£ 3 4 5 

1 0 . 

0. 

0. 

0 . 

0. 

0. 

0. 

51  0 . 

1 .275 

1 .275 

1 .275 

1 .275 

1 .275 

1 .275 

1514  . 

1 .341 

1.341 

1 .341 

1 .341 

1 .341 

1.341 

£538  . 

1 .337 

1 .387 

1 .387 

1 .387 

1 .387 

1 .387 

3583  . 

1 .434 

1 .434 

1 .434 

1 .434 

1 .434 

1 .434 

459£  . 

1 .492 

1 .492 

1 .492 

1 .492 

1 .492 

1 .492 

■•.I  '.'l-  I • 

1 .558 

1 .556 

1 .558 

1 .556 

1 .558 

1 .558 

iC*'*’*^ 

o • 

1 .590 

1 .590 

1 .590 

1 .590 

1 .590 

1 .590 

7584  . 

1 .618 

1 .818 

1 .618 

1 .618 

1 .618 

1 .618 

8583  . 

1 .858 

1 .658 

1 .656 

1 .656 

1 .656 

1 .656 

9549  . 

1 .704 

1.704 

1 .704 

1 .704 

1 .704 

1 .704 

12585  . 

1 .807 

1 .807 

1 .807 

1 .807 

1 .807 

1.807 

17805  . 

1 .992 

1 .992 

1 .992 

1 .992 

1 .992 

1 .992 

22908. 

£.174 

£.174 

2.174 

£.174 

£.174 

2.174 

28575. 

2.365 

£.365 

£.385 

2.365 

£ .385 

£ .365 

41397. 

£.863 

£.883 

£ .883 

£ .883 

£.883 

2 .863 

76780. 

3.831 

3.831 

3.831 

3.831 

3.831 

3 .831 

158118  . 

4.808 

4 .808 

4.808 

4.808 

4 .808 

4 .808 

416283  . 

4.832 

4.832 

4 .832 

4 .332 

4.832 

4 .832 

THE  DUTPUT  MRTRIX  IS  SRVEIl  IM  FILE  IMCDUTS 

♦♦♦♦♦♦♦♦ IMC I DEMCE  MRTRIX^^^^^^^^ 

PERCEMTRGE  DF  PERSDMRL  IhCDME  PRID  IM  TRX 


IMCariE 

LEVEL 

HH  SIZE 

1 

2 

o 

4 

5 

8 

RVGE 

0 

■ 

£0. 

0. 

0. 

0. 

0 . 

0. 

0 . 

0 . 

£0 

■ 

1 000  . 

1 .0 

-0.2 

0.9 

1 .0 

1 .0 

1 .0 

0.8 

1000 

a 

2000  . 

0 .8 

-0.9 

0.9 

0.9 

0.9 

1 .0 

0.5 

£000 

a 

3000. 

0.9 

“0.2 

0.9 

0.9 

0.9 

1 . 1 

0.7 

30  0 0 

a 

4000. 

0.9 

0.5 

1 . 1 

1 . 1 

0.9 

1 . 1 

0.8 

4000 

a 

5000. 

0.9 

0.9 

1 .2 

1 .2 

1 .0 

1 . 1 

1 . 0 

5000 

a 

6000. 

1 .0 

1 .2 

1 .3 

1 .3 

1 . 1 

1 . 1 

1 .1 

6000 

a 

7000  . 

1 . 1 

1 .2 

1 .4 

1 .4 

1 .4 

1 .4 

1 .2 

7000 

a 

8000 . 

1 .1 

1 .3 

1 .5 

1 .5 

1 .5 

1 .5 

1 .3 

8000 

a 

9000. 

1 .1 

1 .3 

1 .5 

1 .5 

1 .5 

1 .8 

1 .4 

9000 

a 

10000. 

1 . 1 

1 .4 

1 .8 

1 .6 

1 .6 

1 .6 

1 .5 

1 0000 

a 

15000 . 

1 . 1 

1 .6 

1 .7 

1 .7 

1 .7 

1 .7 

1 . 8 

15000 

a 

£0000. 

1 . 1 

1 .9 

1 .9 

1 .9 

£ . 0 

2 . 0 

1 .9 

£0000 

a 

£5000. 

0.7 

£.1 

£ . 1 

£.1 

2.1 

£.1 

£ . 1 

25000 

a 

30000  . 

1 .7 

£.3 

£.3 

C.  m 

2.3 

2.3 

£ .3 

30000 

a 

50  000  . 

£.8 

£ . 8 

2.8 

£ .8 

2 .8 

2.8 

in 

C.  a O 

50000 

a 

100000. 

3.7 

3.7 

3.7 

3.7 

3.7 

3.7 

3.7 

100000 

a 

£00000  . 

4.7 

4.7 

4.7 

4.7 

4.7 

4.7 

4 a 7* 

> 

200000. 

4 .8 

4.8 

4.8 

4.8 

4.8 

4.3 

4 .8 

RVGE 

1 .3 

2.1 

2.2 

£ . 3 

2.4 

C a O 

2 . 1 
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Option  10  - Personal  exemptions 

Current  Pennsylvania  base  and  rate 


MRX  MD  DF  EXEMPTIDMS:  6 
MRX  f EXEMPT I DM  5500. 


EXEMPTION  PEP  PEPSDN : 


FDR  PERSON  NO  1 : 750. 
FDR  PERSON  NO  £ : 750. 
FDR  PERSON  NO  3 : 750. 
FDR  PERSON  NO  4 : 750. 
FDR  PERSON  NO  5 : 750. 
FDR  PERSON  NO  6 : 750. 


INCOME  J PERCENT 

UP  TD  DEDUCTION  DEDUCTION 

S aiHICHEVER  IS  LDUER) 


■:  TRX 


SURCHRRGE 


£0.  0.  0. 

1000.  0.  0. 

£000.  0 . 0 . 

3000.  0.  0. 

4000.  0.  0. 

5000.  0.  0. 

6000 . 0 . 0 . 

7000.  0.  0. 

8000.  0.  0. 

9000.  0.  0. 

10000.  0.  0. 

15000.  0.  0. 

£0000.  0.  0. 

£5000.  0.  0. 

30000.  0.  0. 

50000.  0.  0. 

100000.  0.  0. 

£00000.  0.  0. 

£00000.  0.  0. 


0.  0. 

£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0. 
£.300  0 . 
£.300  0. 
£.300  0 . 


CRPITRL  GRINS  DRTR  CYES  DR  ND>?YES 

PORTION  OF  CRPITRL  GRINS  SUBJECT  TO  TRXRTION  RT  PERSONRL  RRTE:100.00 
STRNDRRD  TRX  RRTE  FOR  CRPITRL  GRINS:  £.30 


RVP  PCT  DF  IMCDME  aMC  CfiP  GRIMS  :?<  EXC  TPRhSFEP  PRYMEhTS> 


PR  ID  IM  TRXES  ♦♦♦♦ 


IhCDME  ♦♦♦♦♦  HnUSEHDLD  SIZE  ♦♦♦♦♦ 

1 c -•  4 5 6 + 


1 0 . 

0 . 

0 . 

0 . 

0 . 

0 . 

0 . 

510. 

0 . 

0 . 

0 . 

0 . 

0 . 

0 . 

1514  . 

1.13  0 

ij . 

0 . 

0 . 

0 . 

0 . 

Z*  P 

1 .6  04 

0.922 

0 .244 

0 . 

0 . 

0 . 

3T'63  . 

1 .3  02 

1.319 

0 . 8 3 4 

0.351 

0 . 

0 . 

4592  . 

1.914 

1.540 

1 .163 

0 . 788 

0.412 

0 . 046 

•-»  C » • 

1 .979 

1 . 668 

1 .355 

1 . 044 

0.731 

0 .42  0 

6553  . 

2.030 

1 .767 

1 .5  03 

1 .241 

0.977 

0.714 

7564  . 

2 . 066 

1 .838 

1 .61  0 

1 .382 

1 .154 

0.925 

8583  . 

2 . 094 

1 .892 

1 .692 

1.490 

1.290 

1 . 088 

9549  . 

2.114 

1 .934 

1 .753 

1 .573 

1 .392 

1 . 2 1 c 

12565 . 

2.159 

2.021 

1 .385 

1 .747 

1.610 

1 .472 

1 76  05  . 

2.199 

2 . 1 02 

2 .0  03 

1 .9  06 

1 .8  07 

1.710 

22908. 

2 .223 

2 .147 

2 . 072 

1 .997 

1 .922 

1 .846 

28575  . 

O -•  t'O 

^ ■ L.  -w*  O 

2.178 

2.117 

C a U t' 

1 .996 

1 .936 

41397  . 

r*  ok;  “7 

l—  a i.  J 1 

2.216 

2.174 

2 . 1 32 

2.091 

2 . 049 

76780 . 

2.  a c;77 

•-1  t 

C a C J 4 

c . c 3 c 

2.210 

2 .187 

2.165 

56116. 

2.289 

C a C f C 

2 .267 

2 . 256 

2 .244 

2 .23  3 

H6263  . 

2.296 

Z*  Z'  Q p 

k.  a U. 

2 .287 

2 .283 

2.279 

2 . C r'  5 

THE  DUTPUT  MRTPIX 

IS  SRVED 

IN  FILE 

INCDUT3 

♦♦♦♦♦♦♦♦ I NC I DENCE 

NRTP 

PEPCEMTRGE  DF 

PEPSDNRL 

INCDME 

PRID  IM 

TRX 

HH  SIZE 

IMCDME  LEVEL 

1 

-•% 

C 

4 

C 

J 

6 

R VGE 

0 .- 

20. 

0. 

0 . 

0 . 

0 . 

0 . 

0 . 

0 . 

20  .- 

1 0 0 0 . 

0. 

0. 

0 . 

0. 

0 . 

0 . 

0 . 

1000.- 

2000  . 

0.5 

0. 

0 . 

0 . 

0 . 

0 . 

0.4 

2000.- 

3 0 0 0. 

0 . 8 

-0.4 

0 . 1 

0 . 

0 . 

0 . 

0 . 5 

3000.- 

4000. 

1 .0 

0 . 1 

0.5 

0 . 2 

0 . 

0. 

0 . 6 

4000.- 

5 0 0 0 . 

1 . 1 

0.7 

0 .8 

0 . 5 

0 . 0 

0 . 0 

0.8 

5000.- 

6 0 0 0 . 

1 .3 

1 .2 

1 . 1 

0 . 8 

0 . 3 

0 . 0 

1 . 1 

6000.- 

7 0 0 0. 

1 .4 

1 .2 

1 . 3 

1 . 1 

0.8 

0 . 6 

1.2 

7000.- 

8 0 0 0 . 

1 .4 

1 .4 

1 .4 

1 . 2 

1 . 0 

0 . 8 

1 . 3 

8000.- 

9 0 0 0. 

1 .5 

1 .5 

1 .5 

1 .3 

1 . 1 

1 . 0 

1 .4 

9000.- 

10000. 

1 .4 

1 .6 

1 . 6 

1 .4 

1 .2 

1 . 1 

1 .4 

10000.- 

15000. 

1 .4 

1 .8 

1 .8 

1 .6 

1 .5 

1 .4 

1.6 

15000.- 

20000. 

1 .3 

2.0 

2 . 0 

1 .9 

1 .8 

1 .7 

1 .9 

20000.- 

25000 . 

1 . 0 

2.1 

2 . 0 

2.0 

1 .9 

1.8 

2.0 

25000 .- 

30000. 

1 .7 

-s 

C.  a C 

2 . 1 

2.0 

2 . 0 

1 .9 

2 . 0 

30000.- 

50000. 

2.2 

2 .2 

C a C 

2.1 

2 . 1 

2 . 0 

2 . 1 

50000 .- 

100000. 

2 . 3 

“1  •-» 
iZ.  a C 

•“r 

C.  a C 

■“*» 

IL.  a C 

il.  . c 

2.2 

C a C 

1 00000 .- 

200000. 

-1 

i_  . 

“i 

C.  a Z* 

C!  a D 

“t 

U.  a Z' 

c.  . c 

-1 

c . c. 

~t  -J 

iZ  a 

2 0 0 0 0 0 . 

a 

tZ.  a Z* 

dm3 

C a J 

tl.  . -> 

“(  “t 

c.  . .:> 

C.  a Z' 

RVGE 

1 .3 

1 .9 

1 .9 

1 a O 

1 .8 

1 .7 

1 .8 
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Option  11  - Credits  for  sales  taxes  paid 

Current  Pennsylvania  base  and  rate 


MRX  ND  DF 

EXEMPTIDMS 

! 6 

MRX  s EXEMPT inn 

0. 

EXEMPTIDM 

PER  PERSDM 

• 

a 

FDR  PERSDM 

MD  1 : 

0. 

FDR  PERSDM 

MD  £: 

0. 

FDR  PERSDM 

MD  3: 

0 . 

FDR  PERSDM 

MD  4: 

0 . 

FDR  PERSDM 

MD  5 s 

0 . 

FDR  PERSDM 

MD  6: 

0. 

IMCDME 

•5 

PERCENT 

a 

■ 

UP  TD  DEDUCT I DM 

DEDUCT I DM 

TRX 

SURCHRRGE 

f 

WHICHEVER 

IS  LDWER) 

£0. 

0. 

0. 

0. 

0. 

1 000  . 

0. 

0. 

2.300 

0. 

£000  . 

0. 

0. 

£.300 

0. 

3000  . 

0 . 

0. 

£.300 

0. 

4000  . 

0 . 

0. 

2.300 

0. 

5000  . 

0 . 

0 . 

£.300 

0. 

bOOO  . 

0. 

0 . 

£.300 

0. 

7000  . 

0. 

0. 

£.300 

0. 

8000  . 

0. 

0. 

£.300 

0. 

9 0 0 0. 

0. 

0. 

£.300 

0 . 

1 0000 . 

0. 

0. 

£.30  0 

0 . 

15000. 

0. 

0. 

£.300 

0 . 

£0000. 

0. 

0. 

£.300 

0. 

£5000 . 

0. 

0. 

2.300 

0. 

30000. 

0 . 

0. 

£.300 

0. 

50000 . 

0. 

0 . 

£.300 

0 . 

100000. 

0 . 

0 . 

£.300 

0. 

£00000. 

0. 

0. 

£.300 

0. 

200000. 

0 . 

0. 

2.300 

0. 

SRLES  TRX  CREDIT  DRTR 


YES  DP  MQ>?YES 


IMCDME 

♦♦♦♦  CREDIT  RPPLICRBLE 

TD  MET 

TRXRBLE 

IMCDME  ♦♦♦♦ 

UP  TD 

HDUSEHDLD 

SIZE 

1 

iZ. 

3 

4 

C 

J 

20. 

4£  . 0 

42 . 0 

42 . 0 

4£.0 

55 . 0 

55 . 0 

1 000  . 

42.0 

42.0 

42.0 

42.0 

55 . 0 

55.0 

£000  . 

4£.0 

42.0 

42.0 

42 . 0 

55.0 

55.0 

3 0 0 0 . 

4£  . 0 

4£  .0 

42 . 0 

42 . 0 

55.0 

55 . 0 

4 0 0 0 . 

55 . 0 

55.0 

55 . 0 

55 . 0 

70.0 

7 0.0 

5 0 0 0 . 

68 . 0 

68 . 0 

68.0 

68 . 0 

83 . 0 

83.0 

6 0 0 0 . 

79 . 0 

79 . 0 

79.0 

79 . 0 

95 . 0 

95 . 0 

7000  . 

90.0 

90.0 

90.0 

90.0 

107.0 

107.0 

8000  . 

101.0 

101.0 

101.0 

101.0 

118.0 

118.0 

9000  . 

112.0 

11£.0 

112.0 

1 1£  . 0 

129.0 

129.0 

1 0000  . 

1 £ £ . 0 

122.0 

122.0 

122.0 

139.0 

139.0 

15000 . 

152.0 

1 52 . 0 

152.0 

152.0 

169.0 

169.0 

£0000 . 

198.0 

198.0 

198.0 

198.0 

£13.0 

£13.0 

25000 . 

£16 . 0 

£16.0 

£16 . 0 

£16.0 

££9.0 

£29 . 0 

30000. 

£16.0 

£16.0 

£16.0 

£16.0 

£29 . 0 

££9 . 0 

50000. 

£16.0 

£16.0 

£16.0 

£16.0 

£29.0 

£29 . 0 

100000. 

£16.0 

£16.0 

£16.0 

£16.0 

£29.0 

£29 . 0 

£00000 . 

£16.0 

£16 . 0 

216.0 

£16.0 

£29.0 

£29 . 0 

pnnnnn . 

p 1 1£.  - n 

PI  A - n 

PI  A - n 

PI  A . n 

PPQ  n 
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RVP  PCT  DF  IMCDME  UNC  CRP  6RIMS 

1.  IMCDME  ♦♦♦♦♦  HDUCEHDLri 

1 £ 3 

^ EXC  TPRMSFEP 

SIZE  ♦♦♦♦♦ 

4 5 

PRYMEMTS> 

o 

PR  ID 

IM  TRX 

1 0 . 

0 . 

0 . 

0 . 

0 . 

0 . 

0 . 

510. 

2 . 02  0 

2 . 02  0 

£.020 

£ . 02 

0 

1.961 

1 .961 

1514  . 

C ■ C.  0 1 

2.20  r 

2.207 

£ .20 

l' 

£ .187 

2.187 

-1  C “i  1". 

C-JOO  . 

2 .24  2 

£ .242 

£ .242 

£ .242 

2 .231 

C a iz!  -zl  1 

cj  ^ 

il.  ■ iZ.  •.>  1 

£ .251 

£ .251 

•-%*r 
C a C J 

1 

2.243 

£ .243 

4592  . 

2 .256 

“I 

C ■ C -1 1* 

£ .256 

•“>  "i  CT 

C a C 

6 

£ .249 

2.249 

55lE.'7  . 

2.258 

•-!  ar  c» 

C .COO 

£ .258 

£.258 

£ .253 

O O Z' 

a L..  O s.' 

. 6553  . 

£ .262 

£.262 

£ .262 

£ .262 

£ .255 

£ .255 

7564  . 

c ■ c b o 

£.263 

2.263 

£ .263 

£.258 

£.258 

8583  . 

£ .265 

2.265 

£ .265 

£ .26 

5 

2.260 

£ .260 

9549  . 

2 .266 

2.266 

2.266 

£.266 

C a CPC 

2 . 262 

12565  . 

2 .268 

£ .268 

2 .268 

2.268 

£ . £65 

2.265 

176  05  . 

£ .271 

C . C 1*  1 

C . i_  1 i 

£ . £7 

1 

2 .27  0 

£ .270 

£2908 . 

£ .276 

£ .276 

£ .276 

2.27 

6 

•-1  --N  -r»  c 

L.  a 1.  I*  J 

C a L.  1 .* 

28575. 

£.281 

2.281 

£ .281 

£ .281 

£ .28  0 

2 .28  0 

41397. 

O O p *7 

■ L.  O r 

£.287 

£ .287 

£ .28 

7 

2.286 

£ .286 

76780 . 

£ .293 

£ .293 

O OQ-T; 

4_  . 1—  — O 

£ .29 

2.293 

£ .293 

156116. 

£ .297 

2 .297 

2.297 

£ .29 

1* 

2.296 

£ .296 

416263  . 

£ .299 

2.299 

£.299 

£ .299 

2.299 

£ .299 

THE  nUTPlJT  MRTPIX 

IS  SRVED  IM  FILE 

IMCDLIT 

•*> 

O 

♦♦♦♦♦♦♦♦iihcidemce 

PEPCEMTREE  DF 

PEPSDMRL 

IMCDME 

PR  ID  IM 

TRX 

HH  SIZ 

E 

IMCDME  LEVEL 

1 

L. 

3 

4 

C 

RVGE 

0 

2 0 . 

0. 

0 . 

0. 

0 . 

0. 

0 . 

0 . 

20.- 

1 000  . 

1 .5 

-0.3 

1 . 

c 

1 .6 

1 .6 

1 .6 

1 .3 

1000.- 

£000  . 

1.2 

-1  .5 

1 . 

4 

1 .5 

1 .5 

1 .7 

0 . 9 

2000.- 

3 0 0 0. 

1 .5 

-0.4 

1 . 

C 

1 .5 

1 .4 

1 .7 

1 . 1 

3000.- 

4000  . 

1 .4 

0.9 

1 . 

r’ 

1 .7 

1 .4 

1 .7 

1 .3 

4000 .- 

5000  . 

1 .5 

1 .4 

1 . 

c« 

1 .9 

1 .5 

1 .7 

1 .5 

5000.- 

6000. 

1 .6 

1 .7 

1 . 

9 

1 .9 

1 . 6 

1 .7 

1 .7 

6000.- 

7000. 

1 .6 

1 .7 

L.  a 

0 

2.0 

2 . 0 

2.1 

1 .8 

7000.- 

8000  . 

1 . 6 

1 .8 

C a 

1 

£ . 1 

2 . 1 

2.1 

1 .9 

8000.- 

9 0 0 0. 

1 .6 

1 .9 

“i 

L.  a 

1 

2 . 1 

2 . 1 

2.1 

2 . 0 

9000 .- 

10000. 

1 .5 

1 .9 

a 

1 

£ . 1 

2 . 1 

£ . 1 

£ . 0 

10000.- 

15000. 

1 .5 

2.1 

C a 

1 

£ . 1 

2 . 1 

C a C 

2 . 1 

15000 .- 

20000. 

1 .4 

C • C 

C a 

c 

■-I  •“» 

C a L.. 

•-I  “1 

C a L. 

2.2 

“■ 
a L- 

20000.- 

25000 . 

1 . 1 

“I  “1 

a C 

■-» 

C a 

c! 

“»  “i 

C a C 

C a C 

2.2 

“i  “ 

C a C 

25000 .- 

3 0 0 0 0 . 

1 .8 

C a O 

C a 

*1 

C a J 

C a Z* 

2.3 

“i  “ 

L.  a 

30000.- 

50000. 

1-  . O 

2 . o 

C a 

C a Z* 

C*  a Z* 

C a Z* 

C a Z' 

50000.- 

1 00000  . 

C • Z' 

C a O 

C a 

-1  -1 
^ a Z* 

C a Z* 

C a J 

“i 

C a Z' 

1 0 0 0 0 0 . - 

200000. 

■ z> 

-1 

L.  a Z* 

C a 

2.3 

C a Z* 

C a z' 

4.  a -> 

200000. 

'**1 

a 

2.3 

C a 

-I 

C a -Z* 

2 . 3 

C a O 

2.3 

RVGE 

1 . 6 

2 . 1 

C a 

"t 

C a C 

C a C 

“t 

C a C 

2 . 1 
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Option  12  - Standard  deductions 

Current  Pennsylvania  base  and  rate 


MRX  NO  OF 

EXEMPT  I DNS 

: 6 

MRX  % EXEMPTION 

0 . 

EXEMPTION 

PER  PERSON 

■ 

■ 

FOP  PERSON 

NO  1 ; 

0 . 

FOR  PERSON 

NO  £: 

0. 

FOP  PERSON 

NO  3: 

0. 

FOR  PERSON 

NO  4: 

0 . 

FOR  PERSON 

NO  5: 

0 , 

FOR  PERSON 

NO  6: 

0 . 

INCOME 

3 

PERCENT 

*.* 

•*  ■ 

UP  TO  DEDUCTION 

DEDUCTION 

X TRX 

SLIPCHRRGE 

5 ( 

WHICHEVER 

IS  LOWER) 

£0. 

1 000  . 

10.00 

0 . 

0 . 

1 0 0 0 . 

1 0 0 0 . 

10.00 

£.300 

0. 

£000  . 

1 0 0 0 . 

10.00 

£.30  0 

0. 

3000. 

1 000  . 

10.0  0 

£ .300 

0. 

4 0 0 0 . 

1 0 0 0 . 

10.00 

£.300 

0. 

5000  . 

1 0 0 0 . 

10.00 

£.300 

0 . 

G 0 0 0 . 

1 000  . 

10.00 

£.30  0 

0 . 

7000  . 

1 000  . 

10.00 

£.300 

0 . 

8000. 

1 000  . 

10.00 

£ .300 

0. 

9000. 

1 000  . 

10.00 

£.300 

0. 

1 0000. 

1 0 0 0 . 

10.00 

£.300 

0. 

15000 . 

1 0 0 0 . 

10.00 

£.300 

0 . 

£0000 . 

1 0 0 0 . 

10.00 

£.300 

0 . 

£5000 . 

1 00  0 . 

10.00 

£.300 

0 . 

30000. 

1 000  . 

10.00 

£ .300 

0. 

50000. 

1 0 0 0 . 

10.0  0 

£.300 

0 . 

100000. 

1 0 0 0 . 

10.00 

£.300 

0 . 

£00000. 

1 0 0 0 . 

10.00 

£.300 

0. 

£00000 . 

1 0 0 0 . 

10.00 

£.30  0 

0 . 

CRPITRL  GRIMS  DRTR  (YES  DP  NDV-’YES 

PORT I DM  DP  CRPITRL  GRIMS  SUBJECT  TD  TRXRTIDM  RT  PERSDhRL  PRTErlOO.OO 
STRNDRPB  TRY  PRTE  FOP  CRPITRL  GRINS:  £.30 
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Option  12  - Standard  deductions 

Current  Pennsylvania  base  and  rate 


RVR  PCT  DF  IMCDME  CIMC  CRP  GRINS  EXC  TPRNSFEP  PRYf1ENTS>  PRID  IN  TRXES  ♦♦♦♦ 

: INCOME  ♦♦♦♦♦  HOUSEHOLD  SIZE  ♦♦♦♦♦ 

12  3 4 5 6+ 


1 0 . n . 

0 . 

0 . 

0 . 

0 . 

0 . 

510.  1.930 

1 .98  0 

1 .98  0 

1 .98  0 

1.980 

1 .98  0 

1514.  £.041 

£ . 041 

£ . 04  1 

£ . 041 

£ . 041 

£ . 041 

£533 . £ . 053 

£ . U53 

£ . 053 

£ . 053 

£ . 053 

£ . 053 

3563 . £ . 057 

£ . 057 

£ . 057 

£ . 057 

£ . 057 

£ . 057 

459£ . £ . 06  0 

£ . 06  0 

£ . 06  0 

£ . 06  0 

£ . 06  0 

£.06  0 

55£7.  £.061 

£ . 06 1 

£ . 06 1 

£ . 06 1 

£ . 061 

2.061 

6553 . £ . 063 

£ . 063 

£ . 063 

£ . 063 

£ . 063 

£ . 063 

7564 . £ . 064 

£ . 064 

£ . 064 

£ . 064 

£ . 064 

£ . 064 

‘8533.  £.065 

£ . 065 

£ . 065 

£ . 065 

£ . 065 

£.065 

9549 . £ . 065 

£ . 065 

£ . 065 

£ . 065 

£ . 065 

2 . 065 

1£565.  £.113 

£.113 

£.113 

£.11 3 

£.113 

£.11 3 

17605.  £.167 

£.167 

£ . 167 

£.167 

£ .167 

£ .167 

££9  03  . £ . 1 97 

£.197 

£ . 197 

£ .197 

£.197 

£ . 197 

£8575.  £.£18 

£.£18 

£ . £ 1 3 

£.£18 

£ . £ 1 8 

2.218 

41397.  £.£43 

£ .£43 

1—  ■ i-  **t 

c « c 4 -zi 

£ .£43 

£ .£43 

76780.  £.£69 

£.£69 

t-  ■ C C'  r 

£ .£69 

£ .£69 

£ .£69 

56116.  £.£85 

£ .£85 

£ .£85 

£ .£35 

£ . £85 

£ .£85 

16£63.  £.£94 

£ .£94 

£ .£94 

£ .£94 

£.£94 
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IS  SRVED  IN  FILE 

INCDUT 

♦♦♦♦♦♦♦♦IhCIDENCE 

PEPCENTRGE  OF 

PEPSDNRL 

INCDME 

PRID  IN 

TRX 

HH  SIZ 

E 

NCOME  LEVEL 

1 

♦-I 

U. 

O 

4 

5 

RVGE 

0 . - £ 0 . 

0 . 

0. 

0 . 

0 . 

0 . 

0 . 

0 . 

£ 0 . - 1 0 0 0. 

1 .5 

-0.3 

1 .4 

1 .5 

1 .6 

1 .6 

1 .3 

1000.-  £000. 

1 .£ 

-1  .4 

1 .3 

1 .4 

1 .4 

1 .6 

0 . 3 

£ 0 0 0 . - 3 0 0 0. 

1 .3 

- 0 . 3 

1 .4 

1 .4 

1 . 

1.6 

1 . 0 

3 0 0 0 . - 4 0 0 0. 

1.3 

0.3 

1 .6 

1 .6 

1 .3 

1 .6 

1 .£ 

4000.-  5000. 

1 .3 

1 .3 

1 .7 

1 .7 

1 .4 

1.6 

1 .4 

5000.-  6000. 

1.4 

1 .6 

1 .8 

1 .8 

1 .5 

1 .6 

1 .6 

6000.-  7000. 

1 .5 

1 .6 

1.3 

1 .9 

1.3 

1 .9 

1 .7 

7000.-  8000. 

1 .5 

1 .7 

1 .9 

1 .9 

1 .9 

£ . 0 

1 .3 

8000.-  9000. 

1 .5 

1 .7 

1 .9 

1 .9 

1 .9 

£ . 0 

1 .8 

9000.-  10000. 

1 .4 

1.0 

1 .9 

1 .9 

1 . 9 

1 .9 

1 .3 

10000.-  15000. 

1 .4 

1 .9 

£ . 0 

£.0 

£ . 0 

£ . 0 

1 .9 

15000.-  £0000. 

1 .3 

£ . 1 

£ . 1 

£ . 1 

£ . 1 

£ . 1 

£ . 1 

£0000.-  £5000. 

1 . 0 

£ . 1 

£ . 1 

c • c 

c ■ c 

c!  • c 

£ . 1 

£5000.-  30000. 

1 .7 

£ . £ 

“»  “i 

c • c 

C • 

£ .£ 

c • c 

c • c. 

3 0 0 0 0.-  500  0 0 . 

c ■ c 

C • C 

£ . £ 

kl.  ■ C 

£ . £ 

•-I  “» 

lL  m iZ 

c • c 

50000.-100000. 

“l  “l 

c ■ z* 

->  -1 
m Z* 

c • o 

-"i 

C.  • O 

£ .3 

C • Z' 

£ . 3 

0 0 0 0 0 . -£  0 0 0 0 0 . 

£ . 3 

i_  ■ 

C ■ Z‘ 

“i  “i 

i.  • Z‘ 

£ .3 

~l  -1 

il.  ■ z* 

>£00000 . 

C • -Z* 

£ .3 

£ .3 

£ .3 

£ . 3 

c!  . o 

tZ  . o' 

RVGE 

1 .4 

£ . 0 

£.1 

£.1 

£ . 1 

£ . 1 

£ . 0 
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APPENDIX  C 


Appendix  C - 1 

OPTIONS  BASED  ON  A FLAT  TAX  RATE  WITH  CREDITS 

The  purpose  of  this  section  is  to  describe  the  method  for  developing  tax 
options  based  on  a flat  rate  with  credits.  These  options  are  comparable  in 
terms  of  revenue,  equity,  and  elasticity  to  the  options  described  in  the  text 
of  this  report.  Below,  we  discuss  both  the  data  and  calculations  required  to 
construct  such  an  option.  The  method  is  the  same  for  each  option. 

DA  TA 

The  data  required  are  incidence  patterns  or  effective  tax  rates  by  taxable 
income  level.  Appendix  B,  Section  B,  of  this  report  lists  data  items  for  each 
option. 

CALCULATIONS 

The  steps  required  for  developing  options  using  a flat  rate  and  credits  are: 

1.  Find  the  highest  effective  tax  rate  on  the  tax  incidence  chart,  Appen- 
dix B,  Section  B.  This  is  the  flat  rate  applied  to  all  income  levels. 

2.  Find  the  highest  brackets  of  taxable  income  on  the  incidence  chart 
that  has  the  above  effective  tax  rate. 

Families  at  these  income  levels  and  all  higher  income  levels  are 
not  eligible  for  tax  credit. 

3.  Determine  the  amount  of  credit  on  the  final  tax  bill  for  each  eligible 

taxable  income  level  by: 

- Finding  the  effective  tax  rate  or  incidence  on  tax- 
able income  for  each  income  level  and  family  size 


from  the  chart  in  Appendix  B,  Section  B. 


C - 2 


- Subtracting  these  effective  tax  rates  from  the  flat 
tax  rate 

- Multiplying  this  difference  by  the  amount  of  taxable 
income.  The  result  is  the  amount  of  credit  on  the 
tax  bill  for  the  taxable  income  level. 

For  example,  below  the  calculations  are  done  to  use  a flat  rate  and  credits 
for  achieving  the  same  revenue,  equity  and  elasticity  as  Option  3 in  the  text 
based  on  the  Ohio  rate  schedule. 

1.  The  flat  tax  rate  is  5.067  percent 

2.  The  credits  are; 


Taxable  Income 

Effective 

Tax  Rate  (%) 

Difference  = 5.067% 
Minus 

Effective  Tax  Rate 

Credit  on 
Tax  Bill 

$ 500 

. 725 

4.  342% 

$ 21 . 71 

1,  500 

. 740 

4.  327 

64.  91 

2,  500 

. 745 

4.  322 

108.05 

3,  500 

. 747 

4.320 

151. 20 

4,  500 

. 747 

4.320 

194. 40 

5,  500 

.818 

4.  249 

233. 70 

6,  500 

. 925 

4.  142 

269. 23 

7,  500 

1. 002 

4.  065 

304. 88 

8,500 

1. 06l 

4.  006 

340. 51 

9,  500 

1.  105 

3.  962 

376. 39 

12,  500 

1 . 506 

3.  561 

445. 12 

17, 500 

2.  044 

3. 023 

529. 02 

22, 500 

2.  534 

2.  533 

569. 92 

27, 500 

2.  924 

2.  143 

589. 32 

40, 000 

3.436 

1.631 

652. 40 

75, 000 

4.  271 

. 796 

597. 00 

150, 000 

4.  767 

. 300 

450. 00 
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